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AUDITORIALLY SPEAKING 
OW that the curtain has dant private credit seeks employ- 


finally closed on one phase 


of the present world conflict, 
American industrial management 
eagerly tackles the gigantic task 
of conversion to civilian produc- 
tion. In its physical aspects this 


transition should be _ relatively 


simple for a nation which has 
demonstrated its ability to build 
and supply a world machine for 
war. Complete blueprints are 


available, adequate manpower 


awaits demobilization, and abun- 





ment. 

At the start of this footrace back 
to bulging consumer purses, how- 
ever, it would seem most appro- 
priate for management to pause 
and re-appraise its organizational 
structure and control techniques. 


A simple return to prewar stand- 


ards and methods may court dis- 


aster. 
Note, for example, the trend 
toward postwar decentralization 


For the 


of industrial production. 

















first time there now appears a 
widespread recognition of the law 
of diminishing returns as applied 
to concentrated mass production. 
As a result of this movement, far- 
sighted management will employ 
new methods to assure an under- 
standing of and complete adher- 
ence to corporate policies, stand- 
ards, and procedures. Equally 
important is continuous flexibility, 
adaptability, and responsiveness 
on the part of policy-making 
groups within management to 
rapidly changing conditions in 
the various phases of field opera- 
tions. 

Internal auditing is one of the 
many “newly discovered” control 
devices which will assist in accom- 
plishing these objectives. Not- 
withstanding its long and notable 
record in a few selected industrial 
concerns, it was not until recent 
years that the function was 
adopted generally on a modern- 
ized basis by a substantial pro- 
portion of large organizations. 
During the critical months follow- 
ing Pearl Harbor, internal audi- 
tors throughout the country 
proved their capacity to serve in 
a multitude of new or expanded 
fields such as price controls, wage 
and salary stabilization, contract 
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quality specifications, government 
subsidies, government receivables, 
cost plus agreements, incentive 
plans, and employee relations. 
Not only did company auditors 
promote field compliance, but 
they also provided management 
with abundant clues for improve- 
ments in operating policies. 
Backed by this outstanding record 
of success, it is not surprising to 
find internal auditing assuming 
a broader role in the postwar 
plans of many individual com- 
panies. 

Particularly encouraging also 
are the well-established plans of 
some organizations to make in- 
ternal auditing experience an 
essential part of their postwar 
training and placement programs 
for qualified veterans and others. 
Such programs recognize that 
nowhere else in a large corporation 
are employees given a natural 
opportunity in their routine work 
to obtain a complete cross section 
of a company’s entire operation. 

These and many other “straws” 
indicate a continuation of the 
sound steady growth in this “new” 
profession, its scope and service, 
and its acceptance as an arm of 


top management. 
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LOMORROW"S 
JO!B e 8 8 


The postwar problems of business management will 
offer both a challenge and an opportunity to the alert 
Internal Auditor: 


A challenge in that the requirements for closer 
managerial control will call for more accurate infor- 
mation . . . more detailed information . . . more 
up-to-the-minute information ...on which to base ' 
sound decisions. 





An opportunity for Internal Auditors whose concept 
of their value to their companies lies in the assistance 
they can provide to management in obtaining /ive 
information, rather than merely serving as historians 
recording what has happened. 


Increasingly, Internal Auditors are turning to Bur- 
roughs for up-to-date information and developments 
on mechanized records, systems and techniques 
needed to provide current facts in less time, with less 
effort, and at less cost. Your local Burroughs office 
welcomes an opportunity to be of service to you. 





BURROUGHS ADDING MACHINE COMPANY } 
DETROIT 32, MICHIGAN 


Burroughs 


ADDING, CALCULATING, ACCOUNTING, BILLING AND STATISTICAL MACHINES 




















NATIONAL ORGANIZATION NOTES 





INSTITUTE PRESIDENT TRIPS 
NSTITUTE President Alan 


Lauckner recently returned 
from a week’s visit to three of 
our Chapters. His visit included 
Institute Chapters at Detroit, 
Montreal and Toronto. Each 
held a meeting on a different 
evening of the one week, so it 
was possible for Alan to include 
all three in his visit. 

The meeting of Toronto Chap- 
ter on April 27th was its first 
anniversary meeting. Among the 
out-of-town guests were Charles 
J. Hill, 2nd Vice President of The 
Institute and first President of 
the Chicago Chapter, Earle H. 
Cunningham, Institute Director 
and Detroit Chapter Governor, 
Daniel H. Johnson, Secretary of 
Cleveland Chapter and J. Armand 
Desrochers, Governor of our new- 
ly formed Montreal Chapter. 

From what Alan has said about 
his trip, it is clear that Institute 
enthusiasm is running high in 
these areas and that the Chapter 
Officers, Governors and Commit- 
tees have been most successful in 
arranging constructive and inter- 
esting Chapter meetings and in 
carrying out all other Institute 
aims and objectives. During the 


stay in Toronto, the guests from 
were 


out-of-town privileged to 


have had the opportunity of mak- 
ing a tour of the plants of Canada 
Packers Ltd. and two of the most 
secret war industries—Research 
Enterprises and DeHaviland Air- 
craft. The former manufactures 
radar, optical and radio equipment 
for all the allied forces and the 
latter supplies Mosquito airplanes. 

Alan remarked that his trip 
was most enjoyable and that the 
cordial hospitality extended to 
him and to the other guests by 
the three Chapters left nothing to 
be desired. He mentioned too, 
that he considered it a rare oppor- 
tunity as well as a privilege to 
have become acquainted with so 
many enthusiastic Institute mem- 
bers from Canada and Detroit. 


INDUSTRIES COMMITTEE 


For the information and assist- 
ance of our newer members, 
particularly, we should like to 
direct attention to the important 
and constructive service carried 
on by the Industries Committee. 
This service is available at any 
and all times to all members. 

Each member has been assign- 
ed to one or more industry groups 
according to his selection. He 
should feel free to ask questions 
of his industry Representative at 
any time concerning any phase 
of internal auditing or subjects 
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AN ADDITIONAL 
PHYSTOAL SAPEGUARD 


0. of the important duties of 
the Interial Auditor is to find ways and means of 
preventing errors. } } This is achieved primarily, 
of course, through the setting up of appropriate 
accounting procedure. } }» However, of late, 
leaders in this profession have expressed the 
opinion that, at times, much may be gained 
by supplementing accounting procedure by safe- 
guards of a purely physical nature. » » Along 
these lines, may we suggest the use of La Monte 
Safety Paper for any forms where alterations may 
occur, including vouchers, requisition forms, 
shipping and receiving authorizations, and cash 
and warehouse records. } } The purpose of such 
protection is, of course, to make sure that any 
forms used in substantiating the accuracy of 
accounts and records, come to final audit exactly 
as they were originally written —and that any 
alterations, whether made innocently or not, may 
be immediately apparent. 


NUTLEY, NEW JERSEY 
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related to it. These questions 
will be promptly submitted to all 
members in the particular indus- 
try group and replies will be sent 
to the inquiring member by mail 
or through the medium of “The 
Internal Auditor.” The name of 
the inquiring member, when re- 
quested, will remain anonymous. 

All members are urged to 
promptly answer all Industries 
Committee questionnaires upon 
prompt 
responses to questionnaires will 
provide the greatest good for the 
entire membership. 


receipt. Complete and 


(Names of 
Industry Representatives on pages 
69 and 70.) 


PACIFIC COAST 

CONFERENCE 
Institute members will be inter- 
ested to hear that Mr. Herbert 


G. Kimball, Director 
and President of the Los Angeles 


Institute 


Chapter, was recently invited to 
represent The Institute of Internal 
Auditors at a two day joint meet- 
ing of the Accounting Sections of 
the Pacific Coast Electric and Gas 
Associations. The Conference was 
held for the purpose of discussing 
the general subject of “Internal 
Auditing.” The subject selected 
for the meeting was indicative of 
the growing interest in the pro- 
fession of internal auditing. 
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“THE INTERNAL AUDITOR” 


The Publication Office of “The 
Internal Auditor” at 39 Atlantic 
Street, Stamford, Connecticut, 
has on hand a limited supply of 
the first three issues. Those mem- 
bers who may wish one or more 
of these back issues in order to 
complete the set for their library 
may obtain them at the price of 
$1.00 per issue. 


OTHER 
INSTITUTE PUBLICATIONS 


Additional copies of all Insti- 
tute publications may be obtained 
at the prices indicated on the 
rear cover of this issue. Orders 
may be placed directly with 
Brock and Wallston, publishers, 
39 Atlantic Street, 
Connecticut. 


Stamford, 





FOURTH ANNUAL 
CONFERENCE 


members will recall 


March 
that it appears unlikely that The 


Institute 
that the issue indicated 
Institute will be able to hold an 
Conference of the 
held. 
still being given to various plans 
It is likely that the 


decided shortly 


Annual type 


heretofore Consideration is 
question 
and The 


informed 


will be 


Institute’s membership 

















REPORT OF 
SECRETARY 


PETER J. BUZANGA 


OUR Secretary, having ad- 

justed his converging men- 
isci, acquired since assuming 
office is pleased to present here- 
with his first amphigory to the 
membership. 


Of primary interest, I believe, 
is whether this new baby of ours 
is continuing its healthy growth. 
This is definitely indicated by 
the membership records which 
show a total of 690 members at April 30, 1945, an increase since Sep- 
tember 30, 1944 of 154 members. In addition three (3) new chapters 
have been organized, San Francisco, Montreal and Pittsburgh, bring- 
ing our total to eleven (11) chapters presently established. It is 
expected that additional chapters will soon be added. 





In each issue of The Internal Auditor there are published details 
of membership, prepared by the Secretary’s office, consisting of mem- 
bership by class and chapter, a listing of newly admitted members 
and company affiliation, changes in company affiliation, etc. In order 
that such information be accurate and up to date, changes of address, 
company affiliation and position should be reported immediately to 
the Secretary or to your Chapter Secretary. 


It may be of interest to mention that Chapter Areas have been 
definitely defined to facilitate the assignment of newly admitted mem- 
bers either to designated Chapters or as Non-Chapter members. Mem- 
bers residing within a 50 mile radius of an established chapter are 
assigned thereto and those within a 200 mile radius of an established 
chapter are given a non-chapter status with the privilege of affiliating 
themselves with such chapter if they feel they may occasionally be 
in a position to attend a meeting. The Secretary will be pleased to 
make any such transfers of non-chapter members upon request. 
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It is suggested that members intending to travel on business trips, 
watch the calendar of Chapter meeting dates published in each issue 
of this periodical and by so doing may be able to arrange to attend 
Chapter meetings in other cities. 


The 1944 Year Book recently distributed to the entire membership 
contains a section devoted to Rules Regulating Chapters which have 
since been amended as follows: 


ARTICLE III—Board of Governors. 





The Board of Governors of the Chapter shall be constituted as 
follows: 


The Officers of the Chapter: 
The Chapter President, the Chapter Vice President, the Chapter 
Treasurer and the Chapter Secretary 


One three-year Governor for each ten (10) Members (not in 
cluding Associates or Juniors) limited to a total of not more 
than twelve (12) Governors, to be elected for a period of thre« 
years, one-third retiring each year, except that one-third of 
such Governors elected in the first year shall be elected to serve 
for one year and one third shall be elected to serve for two years 
If the number of elected governors is not evenly divisible by 
three, the excess over an even division shall be, where applicable, 
one (1) elected for a one-year term and one (1) elected for a 
two-year term. (If membership is such so as to limit the num 
ber of elected governors to less than three, then elections shall 
be for the following terms: 

One governor for a period of one year; second governor for a 
period of two years). Governors elected at the first meeting 
after the authorization of the Chapter may, at the discretion 
of the Board of Directors, hold office for a period of one (1) 
full year beyond the unexpired part of the first year in which 
they were elected. 


The four most recent past Chapter Presidents, not holding other 
office in the Chapter and who are still members of the Chapter 


ARTICLE Vill—Committees. 


} 
SECTION 1. 
(a) 
(b) 
) 
j 
| 
| 
| 
(c) 
! 
| 
SECTION 1. 
' 


(c) 





There shall be these standing Committees 


An Auditing Committee of one member, not an officer nor a 
governor, appointed by the Board of Governors 
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SECTION 1. 


(a) 


(b) 
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ARTICLE Xl—Financial Support of Chapters. 


A Chapter will be permitted to retain all funds accruing to it 
from the following: 


Dues paid by Members and Associate Members of the Chapter. 
Chapters will be reimbursed by the national organization in an 
amount equivalent to 50% of each year’s dues received from a 
maximum of ten members, and in an amount equivalent to 
20% of each year’s dues paid by the rest of its members 


Chapters will also be reimbursed an amount equivalent to 30% of 
each year’s dues paid by Junior Members. 


(Due to the recent changes in Rules Regulating Chapters, Articles XIII and XIV 
should be renumbered-Articles XII and XIII respectively.) 


Peter J. Buzanoa, Secretary of The Institute, is Assist- 
ant Manager of the Auditing Department of the Consoli- 
dated Edison Co. of New York, Inc. He holds a B. C. S. 
degree from New York University School of Commerce. 
Prior to his transfer to Consolidated Edison in 1941 he 
was Chief of Internal Audits of the Brooklyn Edison 
Company. 















It is with deep regret that we announce the passing of 
the following Members: 


NECROLOGY 


Paut O. Carson—Dayton Chapter 
FRIGIDAIRE DIVISION 


General Motors Corporation 


Grorce E. Hickman—Detroit Chapter 
Consolidated Vultee Aircraft Corporation 


Wayne, Michigan 
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NEW YORK CHAPTER 


HE MARCH and April meet- 

ings continued to evoke the 
lively interest of all members in 
both the subjects discussed and the 
methods of presentation. The 
March meeting subject was “The 
Internal Audit of Disposition of 
Assets Other Than Goods Pro- 
duced for Sale.” The discussion 
leader was Arthur E. Hald of 
Consolidated Edison Company, 
who also assisted in the panel 
discussion with D. L. Greaves of 
Johns-Manville Corporation and 
H. M. Kelton of United States 
Rubber Company. 

“The Use of Internal Audit 
Reports” was discussed at the 
April 10th meeting. The discus- 
sion leader was Howard Thiel of 
the Metropolitan Life Insurance 
Company. The panel members 
were J. H. Lumpkin of Arthur 
Andersen & Company, Samuel P. 
Smith of Steamship 
Company, and Charles E. Lawton, 
Jr. of Taca Airways Agency, Inc. 


Isthmian 


The active interest of members in 
these subjects was plainly evi- 
denced in the high attendance 
present and by the difficulty of 
keeping the meetings within the 
set time limits. 


CHAPTER NEWS 


Connecticut 
Chapter of the National Associa- 
tion of Cost Accountants was re- 


The Greenwich, 


cently addressed by Bradford 
Cadmus of Standard Brands In- 
corporated, on the subject of “Fin- 
ancial and Operating Reports.” Mr. 
Cadmus, a Director of The Insti- 
tute, presented a most interesting 
paper on the importance and place 
of Internal Auditing in the field 
of management. 


DETROIT CHAPTER 


Innovated at the March meet 
ing was the Quiz Session which 
resulted in a very lively and suc- 
Mr. M. R. Jer- 
ome of General Motors Corpora 


cessful evening. 


tion acted as chairman of the 
meeting and was assisted by a 
Problems 
and questions on internal audit- 


panel of six members. 


ing submitted by members were 
presented by the chairman to 
members in the audience or on 
the panel for answer and general 
discussion. The value of the in- 
formal technical 
matters was evidenced by the 


discussion of 


popular demand for more meet- 
ings of this type. 
Mr. Milton J. Drake, Assistant 


Vice President of The Detroit 
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Bank, was the speaker at our April 
meeting and gave an enlightening 
address on “What Banks Expect 
of Internal Auditors.” Interest 
in this talk was manifested by the 
numerous requests for copies. The 
Chapter was honored by the pres- 
ence of Mr. Alan Lauckner, 
President of The Institute of In- 
ternal Auditors, who spoke brief- 
the the 
National Organization. 


ly about activities of 


In response to the enthusiasm 


for “quiz sessions” the meeting 
for May was devoted to a discus- 
sion of various topics submitted 
by the members. Mr. C. J. 


Ghesquiere, Assistant Auditor of 
The Detroit Edison Company and 
President of the Chapter, presided 
as chairman of the meeting and 
was assisted by a panel of several 
This was the last meet- 
ing until next fall as there are no 


members. 


meetings during the summer 
months. 

Mr. A. H. Romer, Assistant 
Secretary and Internal Auditor 


of Vickers Incorporated, and a 
Governor of our Chapter, spoke 
on the “Audit of Costs” at the 
February meeting of the Dayton 
Chapter of the National Associa- 
tion of Cost Accountants. 

Mr. W. A. Sunstrum of Arthur 
Andersen & and a 
member of this Chapter, recently 
addressed the Toledo Control of 
The Institute of 
America on the subject “Internal 


Company, 


Controllers’ 


Auditing; The Viewpoint of the 


Public Accountant.” 


CHICAGO CHAPTER 

the Chicago 
Chapter has had a steady growth 
since it was organized less than 


Membership of 


two years ago. The present mem- 


bership numbers 62. Attendance 
by the membership at monthly 
meetings has been highly gratify- 
ing. 
of guests in attendance. 


Noteworthy is the number 
Thirty- 
two guests were registered at a 
included 
Penny, Roy Andrea and 
Ahlforth, and 
Presidents, respectively, of 
the Illinois Society of Certified 
Public Accountants and Charles 
H. Langer, President and Educa- 
tional the Walton 


recent meeting, which 
a. ie 
Frank 


past 


President 


Director of 
School of Commerce. 

Charles J. Hill, 2nd Vice 
President of The Institute, Chair- 
of the Chapter Activities 
Committee and Governor of the 
Chicago Chapter (also its first 
President), attended the first an- 
niversary meeting of the Toronto 
Chapter on April 27. 


man 


The preparation and mainten- 
of Procedure Manuals as 
practiced by R. G. LeTourneau, 
of Peoria, Illinois, builders 
of heavy earth-moving equipment, 
was discussed by David W. Mor- 
gan, General Auditor of the Com- 
pany and member of the Chicago 


ance 


Inc.. 





ST 











$$ 





Chapter, at the March meeting. 
The varied problems were pre- 
sented which his company en- 
countered in preparing and main- 
purposeful manual 
period of rapid and 


taining a 
during a 
large growth. 

Another interesting program 
was furnished by a Chapter mem- 
ber at the April meeting. Carroll 
H. Blanchar, C. P. A. and Auditor, 
and Contract Termination Officer 
of United Air Lines, Inc., pre- 
sented the subject, “Internal Au- 
dit Reports,” in which he gave 
the practices followed by his com- 
pany in regard to the preparation, 
distribution, use, follow-up, etc., 
of an audit report; also the use 
of a Master Digest of audit re- 
Mr. Blanchar is credited 
developing the Auditing 
Department of his company. 

The May meeting was a panel 
discussion by four members of the 
Chapter on the subjects, “Inven- 
tories, Wage Payments and Per- 
sonnel.’ Officers for the ensuing 
year were elected at this meetng. 

The June meeting of the 1944- 
1945 year, following the custom 
of last will be held at a 
country club where golf will be 
the diversion for the 


ports. 
with 


year, 


afternoon, 
followed by a dinner program in 
the evening. 


LOS ANGELES CHAPTER 


E. W. Greenleaf, Chairman of 
Admissions, says the Los Angeles 
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Chapter is “shooting” for a mem- 
bership this year of 100 (one 
hundred). He further states that 
applications show 
that the Chapter is obtaining a 


membership 


more diversified industry repre- 
sentation. To indicate the in 
creased interest of internal audi- 
tors in the Los Angeles Chapter, 
he quotes the attendance figures 
for the last three meetings as forty 
eight, fifty two, and fifty seven. 
The April 10th meeting had an 
attendance of seventy. 

E. J. Hallahan, Secretary of the 
Los Angeles Chapter reports that 
a complete roster of all members 
affiliation 


by company is being 


made up for Chapter use. It will 
be printed in permanent form 
similar to the monthly bulletin 


of the Chapter. 

R. L. Jr., Vice President 
of the Los Angeles Chapter, con- 
ducted the March meeting of the 
Work-in 
Problems were 
Paul 
Chief Termination Section, 
Air 
nal Auditors 


Cain 


Los Angeles Chapter 
Process Inventory 
discussed by Mr Ludeman, 
Army 
Forces, Los Inter 


Angeles. 
here are vitally in 
terested in this subject because of 
the large concentration of aircraft 
and shipbuilding war contracts in 
the Los Angeles area. 

The April meeting was a par 
ticularly outstanding one. Mr. D. 
E. Browne, Comptroller of Lock 
heed Aircraft Corporation, gave a 
penetrating talk on his conception 
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of “What Management Expects 
of the Internal Auditor.” Mr. 
Browne showed a broad familiar- 
ity with the thinking and publi- 
cations of The Institute of Inter- 
nal Auditors. The success of the 
talk was evidenced by the largest 
attendance yet experienced at Los 
Angeles Chapter meetings. 

The May meeting was ad- 
dressed by Dr. Murad of the Uni- 
versity of Southern California. 
His subject was “Post War Eco- 
nomic Problems Affecting 
Auditor.” The June meeting 
will be addressed by Mr. T. G. 
Douglas, partner of Price, Water- 
house & Co., Los Angeles. His 
subject will be “Relation of the 
Public Accountant and the Inter- 
nal Auditor.” 

Mr. George Wray, Douglas 
Aircraft Company, Inc. has been 
promoted to the position of Chief 
Internal Auditor, and Mr. A. A. 
Rorison of the same company to 


the 


the position of Chief Contract 
Auditor. 
Mr. E. J. Hallahan, Secretary 


of the Chapter, formerly with 
Consolidated-Vultee Aircraft Cor- 
poration, is now senior auditor on 
the staff of Price, Waterhouse & 
Co., Los Angeles. 

Dr. Walter A. Foy, formerly 
Assistaut Auditor of 
Dougias Aircraft Company, Inc., 
is now Assistant Professor of 
Accounting at the University of 
California at Los Angeles. 


General 


PHILADELPHIA CHAPTER 


Since our last report, we have 
had three well attended meetings, 
at which the following programs 
were presented: 

February, Mr. Jerald S. Hanks, 
Assistant Comptroller, Lehigh 
Coal and Navigation Company, 
spoke on the internal audit pro- 
cedure of his company. 

March, an open discussion was 
led by Messrs. Walter K. Smith, 
Philip G. Wharton, Ernest R. 
Dent and Harry H. Warthen on 
the “Defalcations-Detec- 
tion and Prevention.” 


subject 
This was 
followed by a lively discussion. 

April, Mr. Harold C. Stott, 
Assistant to the President of Sun 
Oil Company, gave a very im- 
pressive talk entitled “Corporate 
Mr. Stott agreed, 
upon request, to furnish Chapter 


Introspection.” 


members with copies of his paper. 

At our closing meeting in May, 
Mr. James P. Miller, Jr., General 
Atlantic 
pany, spoke on “Cooperation Be- 


Auditor, Refining Com- 
tween The Internal Auditor and 
The External Auditor.” We had 
among our guests at this meeting 
our good friends, Alan Lauckner, 
President of The Institute and 
Curtis T. Atkisson, 1st Vice Presi- 
dent of The Institute. 

Our membership since last year 
has increased approximately 25% 


from thirty-five members to 


forty-four members. 














is 














DAYTON CHAPTER 


During the summer of 1944 a 
questionnaire was circulated a- 
mong the members of the Dayton 
Chapter asking, among other 
things, the choice of a meeting 
night and the type of meeting de- 
sired. The first Wednesday in 
each month was the popular 
choice and round table discussions 
the unanimous decision. 

The wisdom of the selection of 
the round table discussion form of 
meeting has been increasingly ap- 
parent as meeting after meeting 
has produced stimulating and in- 
structive discussions under the 
direction of discussion leaders 
drawn from our own membership. 

Typical of the growth in inter- 
est was the April meeting which 
broke all attendance records. 
Orchids to our Vice-President Mr. 
Arthur Chesney, who, under sev- 
ere handicaps, sparked a meaty 
and enlightening discussion on the 
topic “Functions of the Internal 
Auditor.” 

The May meeting dealing with 
“Taxes from the Internal Auditors 
Viewpoint” set off the fireworks. 
Our discussion leader, Mr. Simp- 
son of Airtemp Division, Chrysler 
Corporation, was eminently fitted 
by training and experience to ex- 
plore this thorny topic and the 
result, to carry out the fire-works 
metaphor, was a very illuminat- 
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ing discussion. (Eprror’s Nore: 
Naturally, since it was held in the 
Gas and Electric Building.) 

The June meeting will be held 
at the usual time and place, 7:30 
P. M., 302 Gas and Electric Bldg. 
on June 6. Out of town members 
who may be in Dayton at that 
time are cordially invited to at- 
tend this double feature with its 
all star cast. First, the election 
of officers for the coming year 
and second “Internal Control at 
Work” featuring Mr. John Neth 
of The Standard Register Com- 
pany. 


CLEVELAND CHAPTER 


At the March 14, 1945 meet- 
ing, the Cleveland Chapter cele- 
brated its first anniversary. The 
highlight of the meeting was the 
presentation of a paper, “How to 
Use Internal Auditing Effective- 
ly,” by Donald S. Grubbs, of 
Pittsburgh. 

H. O. Schroeder of the Ameri- 
can Stcei and Wire Company 
talked on the subject of, “Respon- 
sibility vs. Functional Auditing,” 
at the April meeting. The formal 
presentation of the subject was 
followed by the usual lively open 
discussion. 

On May 9, 1945, the Chapter 
conducted its annual election of 
officers. Interest was expressed 
in the opportunity offered by the 
review of all the papers that were 
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delivered during the year. The 
review was conducted by D. L. 
Davidson of American Steel and 
Wire Company and W. S. Reaume 
of White Motor Company. 

Meetings will be suspended for 
the months of June, July and Aug- 
ust. The next meeting date is 
September 12, 1945. 


TORONTO GHAPTER 
(Canada) 


Our Chapter is now firmly es- 
tablished, and is showing signs of 
becoming a very active organi- 
zation under the capable direction 
of our President, A. J. E. Child. 

We are enjoying excellent at- 
tendence at the regular monthly 
meetings. Two of our members, 
Messrs. K. L. MacArthur and W. 
J. Townsend, attended the first 
organization meeting of the Mont- 
rea! (Canada) Chapter. We are 
very much interested in the form- 
ation of this second Canadian 
Chapter and we look forward to 
the exchange of Chapter material. 

The March Meeting gave us an 
opportunity of hearing from our 
Vice President, Mr. Frank A. Rid- 
dell, and also from members 
Messrs. W. J. Townsend and 
Lawrence G. Geering, who out- 
lined important changes in office 
systems within their respective 
companies. By the discussion 
which followed these talks it was 
quite evident that considerable in- 


formation had been given to the 
gathering. It was very interesting 
to learn of these changes which, 
in all cases, have proven to be 
a step in the right direction as far 
as efficient operation of an office 
is concerned. 

Our “First Anniversary Dinner” 
held April 27th, 1945, was an 
outstanding and unique event. 
We were honoured by having 
with us Mr. Alan Lauckner, Presi- 
dent, The Institute of Internal 
Auditors, Inc., New York City, 
Mr. Charles J. Hill, 2nd Vice 
President, The Institute of Inter- 
nal Auditors, Inc., Chicago, Mr. 
Daniel H. Johnson, Secretary, 
Cleveland Chapter, Mr. Earle H. 
Cunningham, Director of The In- 
stitute of Internal Auditors, Inc., 
Mr. J. A. Desrochers, Governor, 
Montreal (Canada) Chapter, Mr. 
E. J. Howson, President, The In- 
stitute of Chartered Accountants 
of Ontario, and a very large num- 
ber of guests. 

Greetings and Birthday saluta- 
tions were conveyed to the Tor- 
onto Chapter by the National 
President, from Chapter 
The Chapter is 
very proud of the accomplish- 
ments attained during the first 
year of its operation. 

The Birthday Cake was cut by 
Miss U. Lowe, Junior Member of 
the Toronto Chapter. 


and 
representatives. 


The Speakers of the evening 
presented their papers in excellent 








j 
‘ 











manner. “Co-ordinating Inter- 
nal and External Audits,” from 
the viewpoint of the Internal 
Auditor was given in an unusual 
manner by Mr. J. F. Kidner, C. A. 
Mr. A. Ross Browne, C. A. pre- 
sented the same paper, but from 
the viewpoint of the Public Ac- 
countant. His paper was given 
in a very professional manner, 
and left considerable information 
with us. 

Discussions followed the pres- 
entation of the papers, resulting, 
as usual, in bringing to light many 
interesting items. 

The Birthday Party was such 
a success that it will be difficult 
to improve upon at our next An- 
niversary Day. 

Our Chapter President, A. J. E. 
Child, on the evening of April 
19th, addressed the Hamilton 
Chapter of the Canadian Society 
of Cost Accountants on the subject 
“Internal Auditing.” 

The last meeting for the spring 
session was held on May 25th. 
Regular meetings are discontin- 
ued for the summer months and 
will be resumed on September 
16th, at which time we will hold 
our Annual Meeting. 


SAN FRANCISCO CHAPTER 


Regular Chapter Meetings are 
scheduled for the second Wednes- 
day of each month, 6:30 P. M. at 
the Alexander Hamilton Hotel. 
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The steady growth in Chapter 
Membership has been very grati- 
fying and indicates an enthusias- 
tic interest in the work and pur- 
poses of The Institute. Our 
Membership Committee Chair- 
man, Mr. R. T. Smith, is largely 
responsible for the achievement 
and is complimented for the good 
work. 

The March meeting held on 
March 7, 1945 was well attended. 
Mr. J. O’Brien of Shell Oil Com- 
pany and Mr. C. S. Henson, 
Golden State Co., Ltd., presented 
most interesting talks on “An In- 
ternal Audit Program.” 

On March 24, 1945, a group 
of San Francisco Chapter mem- 
bers attended a meeting sponsored 
jointly by National Association 
of Cost Accountants, Controllers’ 
Institute, and State Society of 
Certified Public Accountants. 
Dean Jackson of Stanford Uni- 
versity was the speaker and his 
subject was “Growing Responsi- 
bility of the Accountant.” Our 
Chapter President, Mr. Fred H. 
Elliott was introduced by the 
Chapter President of N. A. C. A., 
at which time Mr. Elliott took 
advantage of the opportunity to 
announce the existence of the 
San Francisco Chapter of The 
Institute of Internal Auditors, Inc. 

The speaker at our third regu- 
lar Chapter meeting which was 
held on April 12, 1945, was Mr. 
Arthur H. Kent, Chapter Vice- 
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President, and Auditor for Stand- 
ard Oil Company of California, 
who addressed us on the subject 
“Rendering Assistance to Top 
Management.” It had been prev- 
iously announced that the address 
might be a startling and unortho- 
dox presentation, but from the 
enthusiastic manner in which Mr. 
Kent’s subject was accepted by 
the large audience who were 
fortunate to be present, it was 
apparent all were in agreement 
that the speaker had presented 
something new and different in 
the field of internal auditing. 


MONTREAL CHAPTER 
(Canada) 


The organizing meeting was 
held on February 20, 1945 and 
was attended by Mr. W. J. Town- 
send and Mr. K. L. MacArthur 
of the Toronto Chapter, who had 
offered their services and ex- 
perience in the routine and re- 
quirements for forming a Chapter. 
At this meeting officers were 
elected and by-laws drawn up 
and adopted. 

The first business meeting was 
held Friday March 16, 1945 at 
which time Admission and Mem- 
bership Committees were appoint- 
ed. No speaker had been pro- 
vided as we had decided upon a 
round table discussion of our 
various audit procedures in order 


to break the ice and get better 
acquainted. 

The second meeting held April 
20, was very well attended. We 
had four guests, two of whom 
were signed up. As guest speak- 
er, we had Brigadier-General R. 
H. Bedell, Personnel Director of 
Fairchild Aircraft Limited, who 
had served in both world wars. 
In this war he was for some time 
Officer between the De- 
partment of National Defense and 
organized labor. 


Liaison 


Brigadier-General Bedell spoke 
on the earnest, sincere and intelli- 
gent programmes that were being 
formulated by Government, the 
War Services and Industry to- 
ward the re-assimilation of re- 
turning servicemen and women. 
He also gave a report on the 
Re-assimilation Conference of 
Canadian Employers held recent- 
ly, sponsored by the Canadian 
Legion Educational Services, at 
which all branches of Industry 
met with the pertinent representa- 
tives of the Army, Navy, Air 
Force and Department of Veter- 
ans’ Affairs. 

We had the honor to be host 
to Mr. Alan Lauckner, our 
National President, on Thursday 
April 26th and a luncheon was 
held where the officers of this 
Chapter had the opportunity of 
meeting Mr. Lauckner. A special 
dinner meeting was held in the 
evening for all the members and 




















which Mr. 


Lauckner and the Montreal dele- 


guests, following 
gates left to attend the Anniver- 
sary Meeting of Toronto Chapter. 

Our main effort between now 
and September is obtaining new 
members and towards this aim, 
we have received promises of sup- 
port from many influential groups 
and companies, including the 
Society of Chartered Accountants 


of the Province of Quebec. 


PITTSBURGH CHAPTER 


Our first meeting, after obtain- 
ing Chapter status, was held on 
the evening of May 11, 1945. 
Mr. Donald S. Grubbs, Chapter 
Treasurer and Auditor for United 
States Steel Corporation of Dela- 
ware, delivered an address on 
“How to Use Internal Auditing 
Effectively.” 

Final plans for our next Chap- 
ter meeting which will be held on 
June 8th, have not as yet been 
determined. 

Members of Pittsburgh Chap- 
ter will be most pleased to have 
itinerant members of The Insti- 
tute call on them whenever 
business interests require their 


presence in Pittsburgh. 
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PROMOTIONS 


We offer our congratulations to 
William J. Farnan, President of 
the New York Chapter and Di- 
rector of The Institute, who was 
recently appointed Controller of 
General Baking Company. Pre- 
viously Mr. Farnan was Assist- 
ant Controller. Congratulations 
and good luck, Bill! 

J. McCall Hughes has recently 
been receiving congratulations 
from his friends in the New York 
Chapter upon his appointment to 
the Comptrollership of The Mutual 
Life Insurance Company of New 
York. Congratulations to you, 
Mr. Hughes. 





The Permanent 


SUCCESSOR 
to RUBBER BANDS 


GRIPTITE BANDS 


GRIPTITE BANDS . \ _ | 
are easily applied— \.. \\ { Y 
quickly removed — Sz 1 


can be used over and 
over again to hold | 
papers, deeds, mort- 
gages, cancelled vouchers Write for 
and checks. GRIPTITE Circulars 
BANDS can be had in 14 and 

lengths from 6” to 54”, Samples 


Rochester Wire-0 Binding, Inc. 
Dept. “I", 108 Mill St. Rochester 4, N. Y. 








MONTREAL AND PITTSBURGH 
FORM CHAPTERS 

























EMBERS will be happy to learn that two additional chapters 
were formally organized and welcomed into The Institute Chap- 
ter family during March and April, 1945. 
On February 20th the Members in the Montreal area held an organi- 


zation meeting followed by a similar meeting of the Members in the 





Pittsburgh area on April 13th. The Board of Directors approved 


these actions on March 5th and April 18th, respectively. 


The elected Officers and Governors and the membership of the 
new Chapters are as follows 
MONTREAL CHAPTER 


President: F. A. Cooper 
Fairchild Aircraft, Limited 


Vice President: RecinaLp UpEN 


Canada Packers, Limited 





Secretary: H. A. RuTLepce | 


Fairchild Aircraft, Limited 


Treasurer: Matruew H. Rosinson 
The Royal Bank of Canada 


Governor: JosEpH ARMAND DESROCHERS 
The National Breweries, Ltd. | 
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Montreal and Pittsburgh Form Chapters 


PITTSBURGH CHAPTER 


President: L. A. MILLer 
Westinghouse Electric & Manufacturing Company 


Vice President: J. V. FAULKNER 
Universal-Cyclops Steel Corporation 


Secretary: E. M. SteMen 
Edgewater Steel Company 


Treasurer: Donan S. Grusss 
United States Steel Corporation of Delaware 


Governor: WuLBert A. WALKER 
Carnegie-lllinois Steel Corporation 
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The new chapters, the tenth and eleventh in our chapter progress, 
are the result of a great deal of effort and planning on the part of local 
Members. In each case, preliminary meetings were held at which 
the aid of all local Members was enlisted and methods of obtaining 
the required number of Members were resolved. The interest of 
the local Members and the degree of success of these campaigns are 
found in the initial chapter membership. F. A. Cooper, Fairchild 
Aircraft, Limited (Montreal) and L. A. Miller, Westinghouse Electric 
& Manufacturing Company (Pittsburgh) headed the organizational 
activities and are to be congratulated for the results attained. 


From the manner in which the Members responded in both areas 
and the indicated interest in establishing a Local Chapter there is no 
question but that we will hear a great deal from these two Chapters 
in the future. 


WELCOME, Montreal and Pittsburgh! 


Eprror’s Nore: Members will be glad to hear that chapter organizational matters 
in Boston and Miami have progressed to a point where it appears that the organ 
izing members in both areas will be in a position to hold formal organization meet 
ings during the month of June. 





Chapter 


New York 
DETROIT 


CHICAGO 


Los ANGELES 


PHILADELPHIA 


DayYTON 


CLEVELAND 
Toronto 


SAN FRANCISCO 


MOonTREAL 


PITTSBURGH 





CHAPTER MEETING DATES AND PLACES 


HE following list of meeting dates and places has been compiled 

for the benefit of itinerant members of Tue INnstrruTe. 
Chapters will not hold meetings in June, July and August. 
meeting dates and places, where known at this time, are shown.) 


Meeting Date 


None 
None 


June 19th 
June 27th 
September 10th 


June 6th 


July 18tk 


September 24th 


September 12th 


September 28th 


Second Wednesday 


June to Sept. incl. 
June 15th 


June 8th 

























(Some 
Summer 


Meeting Place 


Country Club 
(to be selected ) 


Scully’s Cafe 
4801 Crenshaw Blvd. 


Engineer’s Club 
1517 Spruce Street 


Gas and Electric Building 
Room 302 

NCR Old River Park 

Gas and Electric Building 
Room 302 


Hotel Hollenden 


Royal York Hotel 


Alexander-Hamilton Hotel 


Windsor Hotel 





William Penn Hotel 











Chapters 


New York 


Detroit 


Chicago 


Los Angeles 


Philadelphia 


Dayton 


Cleveland 


Toronto 


San 
Francisco 


Montreal 


Pittsburgh 


Presidents 


WituaM J. Farnan 

c/o General Baking Company 
420 Lexington Avenue 

New York, N. Y. 


Cuar.es J. GHESQUIERE 


c/o The Detroit Edison Company 


2000 Second Avenue 
Detroit, Michigan 


James B. PARKER 

c/o. International Harvester Co. 
180 North Michigan Avenue 
Chicago, Illinois 


Hersert G. KimBaLu 

c/o Lockheed Aircraft 
Corporation 

Box 551, Factory B 

Burbank, California 

Wa ter K. SmirH 

c/o Sun Oil Company 

1608 Walnut Street 

Philadelphia, Pa. 


Rosert R. CrawForp 
c/o Delco Products Division 
General Motors Corporation 
Dayton, Ohio 


L. H. Norton 
c/o National Screw & 
Manufacturing Company 

2440 East 75th Street 

Cleveland 4, Ohio 

Artuur J, E. Cutip 

c/o Canada Packers Ltd. 

2200 St. Clair Avenue West 

Toronto 9, Ontario, Canada 

F. H. Ex.iorr 

c/o California Packing 
Corporation 

101 California Street 

San Francisco, California 


F. A. Cooper 
c/o Fairchild Aircraft Limited 
Longueuil, P. Q., Canada 


L. A. MiLier 

c/o Westinghouse Electric & 
Manufacturing Company 

Room 11-N-50 

East Pittsburgh, Pa. 
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Secretaries 


SAMUEL P. SmITH 

c/o Isthmian Steamship Lines 

71 Broadway 

New York, N. Y. 

Harris R. Symes 

c/o The Detroit Edison Company 
2000 Second Avenue 

Detroit, Michigan 


Frank W. LENNON 
c/o The Pure Oil Company 
2010 Pure Oil Building 
Chicago, Illinois 


Epwarp J. HALLAHAN 

c/o Consolidated Vultee 
Aircraft Corporation 

Vultee Field 

Downey, California 

Frank M. FisHer 

c/o The Lehigh Coal & 
Navigation Company 

Fidelity Phila. Trust Building 

Philadelphia, Pa. 

Frank T. SHERLOCK 

c/o The National Cash Register Co. 

Main & K Streets 

Dayton, Ohio 

WituraM S. REAUME 

c/o The White Motor Company 

842 East 79th Street 

Cleveland, Ohio 


Wii J. L. Townsenp 

c/o Canada Packers Ltd 

2200 St. Clair Avenue West 

Toronto 9, Ontario, Canada 

Joun F. West 

c/o Rheem Manufacturing 
Company 

401 Russ Building 

San Francisco 4, California 

H. A. RuTLepce 

c/o Fairchild Aircraft Limited 

Longueuil, P. Q., Canada 

E. M. SteEMEN 

c/o Edgewater Steel Company 

Box 478 

Pittsburgh, Pa. 








REPORT OF THE 


PUBLICATION POLICY COMMITTEE” 


(EXCERPTS OF GENERAL AND CURRENT INTEREST) 


N FURTHERANCE of the intent expressed at the time of its ap- 

pointment the Publication Policy Committee submits this report. 
Necessarily because its activities are restricted, and logically so, to a 
determination of policy, its findings and recommendations must be in 
pursuance of broad objectives and not in the field of administration 
and executive decision. Many questions concerning the execution of 
the policies recommended in this report will need to be made and can 
only be effectively made when the time is appropriate for such de- 
cision. 


In general The Institute should restrict itself in its publishing 
activities to the following: 


The Internal Auditor 

Annual Conference Papers 

Year Book 

Publication of books dealing with topics of 
significance to the profession of Internal 
Auditing. 


Mimeographed and printed special releases should be avoided. 
The material included, in the past, in such releases should be published 
in The Internal Auditor. 


From time to time information and articles of significance to 
internal auditors, reprinted from other publications, are made avail- 
able for distribution to our membership at little or no cost. Such 
service should be continued. When reprints are not available at small 
cost the information can be digested and included in The Internal 
Auditor. 


THE INTERNAL AUDITOR 
(a) It is recommended that The Internal Auditor be published quar- 
terly, in December, March, June and September of each year until 
such time as a monthly publication becomes practicable. 
* Approved by Board of Directors February 14, 1945 
24 











ar- 
itil 





Report of the Publication Policy Committee 25 


(b) It is recommended that this publication should contain subject 
matter of direct interest to the internal auditing profession. 


There should be an avoidance of competition with other organi- 

zations or publications devoted to other phases of corporate, business 
and financial activities. 
(c) It is recommended that the present policy of The Institute in the 
distribution of this periodical be continued, i. e., at no cost to its mem- 
bers, other than that which is included in annual membership dues. 
It is further recommended that no subscriptions from outsiders be 
accepted for the present other than those which are necessary to main- 
tain desirable relationships with other organizations and individuals 
where it is impracticable or impossible for the subscriber to be enrolled 
in The Institute membership. 


ANNUAL CONFERENCE PAPERS 


a) It is recommended that (in the future) the papers presented at 
the Annual Conference be printed in pamphlet form on low priced 
stock in a single paper covered-volume in page size and print format 
similar to that used in the previous volumes published by The Institute. 
Discussion matter should not be included. In the future it should be 
the objective in the publication of this material to have it in the hands 
of those to whom it is to be distributed at a date shortly after the com- 
pletion of the Annual Conference. 


b) The Committee recommends that the Annual Conference papers 
be distributed to all members at no cost. It also recommends that the 
Annual Conference Papers for 1944 be distributed, at no cost, to those 
non-members who were registered for all the Conference Sessions. 
It is recommended that sale to all others, be at a price sufficient to cover 
the unit cost of publication. 


YEAR BOOK 


a) The Committee recommends that The Institute continue the 
policy of publishing an Annual Year Book containing data in respect 
to membership, finances, by-laws and chapters. 


b) It is recommended that the Year Book be furnished without 
charge to all members and that no copies be made available to any 
other persons, individuals or concerns without the approval of the 
President of The Institute. 
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PUBLICATION OF BOOKS 


(a) The Committee recommends that The Institute adopt a policy 
of sponsoring the publication, from time to time, annually if possible, 
of volumes developed under its direction dealing with significant topics 
concerning internal auditing. The Committee feels that, at the pres- 
ent time, there is a lack of authoritative information on such topics 
and that development of such volumes will do much to advance the 
techniques of internal auditing and increase the prestige of both the 
profession and The Institute. 


In this connection it is recommended by the Committee that dur- 
ing the current administrative year a volume dealing with defalcations 
be developed and published. This topic is of utmost concern to all 
internal auditors and in addition to members of the public accounting 
profession and business in general. It is a topic which must be 
handled with care and presented with discretion. It is believed that 
the various bonding companies will lend their assistance to the develop- 
ment of this volume. 


(b) It is recommended that The Institute continue the present policy 
of furnishing such published volumes to its members at a reduced 
cost and that the copies made available to those outside The Institute 
be at a price, under arrangement with the publisher, to return some 
element of income to The Institute in the form of royalties in the 
event the copyright is licensed for publication. 

(c) It is recommended by the Committee that copyrights for all 


material published be registered in the name of The Institute and 
that all publication rights thereunder be granted in license form. 


PUBLICATION PoLticy COMMITTEE 


Artuur E. Hap, Chairman 
WituiaM H. GarBADE 
Rosert B. MILNE 
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OF INTEREST 
TO NON-CHAPTER MEMBERS 


ROBERT B. MILNE, Chairman 


MEMBERSHIP and CHAPTER 
FORMATION COMMITTEE 


HAPTER affiliation is, or 

should be, a desire of every 
member of The Institute. While 
The Institute endeavors to pro- 
vide all possible advantages for 
members in non-chapter areas, 
the utmost benefit is not attained 
until members affiliate with 
strong, active chapters. 


Each time a new chapter is formed another group of members 
finds added values accruing in its behalf. For many it permits “home 
front” participation in the prosecution of Institute objectives that other- 
wise would not be possible. It is a means of making and of nourish- 
ing friendships among leading men in the field of internal auditing. 
It creates and opens the door to sources of information and knowledge 
of current problems that might otherwise be quite difficult or costly. 
Like all good things in life the degree of benefit depends largely upon 
the degree of participation. 


For the benefit of non-chapter members who are interested in and 
desirous of seeing a local chapter established, the following facts are 
mentioned for their consideration and guidance. 


1. The By-laws provide for a Membership and Chapter Form- 
ation Committee as one of the Standing Committees. This 


Committee is willing and ready at all times to assist non- 
chapter members in initiating chapter organizational activities. 
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2. Only ten full Members (Exclusive of Associate and Junior 
Members) are required to warrant application for chapter 
status. 

3. The obtainment of the required number of Members is 
usually more easily accomplished locally than from head- 
quarters. The principal reason for this is that many prospec- 
tive Members, although interested in becoming affiliated with 
The Institute, withhold their applications for membership 
until there is evidence of sufficient local interest to warrant 
chapter status. 

4. By assembling a half a dozen or more qualified local men 
at an informal luncheon or dinner meeting, freely discussing 
the advantages to be gained from a local chapter and outlining 
plans for chapter organizational activities, sufficient interest 
is usually aroused to guarantee success of the venture. The 
initial group of Members are sometimes declared the “Charter 
Members” of the chapter. 


5. After the required number of Members have been ob- 
tained a chapter organization meeting is held at which officers 
and governors are elected, the necessary resolutions to be pre- 
sented to the National Board of Directors are acted on and the 
required standing committees are created. Here, assistance 
of the Membership and Chapter Formation Committee 1s 
forthcoming in order that no step is overlooked and that the 
proceedings are kept as simple as possible. 


6. As soon as the application for chapter status is approved 
and all action at the organization meeting is ratified, the new 
Chapter immediately receives assistance from the Chapter 
Activities Committee. Suggestions of methods that have 
proved helpful to other chapters are outlined and steps are 
taken to coordinate the work of the new chapter with that 
of other chapters and of The Institute as a whole. In addition, 
the Secretary’s office, the national Admissions Committee, 
the Industries Committee, the Editor of The Internal Auditor, 
etc., swing into action to see that the new chapter receives 
among other things, funds with which to function, representa- 
tion on certain national committees and all information neces- 
sary to permit the chapter to take its appropriate and rightful 
place in our Institute family. 
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ior Non-chapter Members who are interested in the possibilities of 
ter inaugurating chapter organizational activities are requested to direct 
their inquiries and suggestions to the Membership and Chapter For- 
mation Committee. That committee will gladly assist in every way 
od. possible and may be helpful in expediting the activity preceding actual 
chapter formation. 


IEC- 
vith Interrupting his college education Mr. Mine enlisted in the 
. Army for Mexican Border service during the 1916 emergency 
hip His return from Germany in 1919, where he served as an officer 
ant in the Army of Occupation terminated a little over three year’s 

Army service. 

He then entered the public utility field where he has devoted 
_ his entire business career in various accounting, systems and 


auditing capacities. In 1929 he became affiliated with the 
‘ing Columbia System group of companies, with which he has since 
been associated, and was appointed Auditor in 1939. 


ing For several years he participated in the work of accounting 
rest committees of American Gas Association and Edison Electric 
The Institute. In 1942 and again in 1943 he was “on loan” to the 

War Department at Washington, D. C. where he assisted in the 
rter reorganization of the functionings of The Office of The Surgeon 


General. He was one of the founders of The Institute of Inter 
nal Auditors, served as its first Secretary and its second President 

ob- and presently is a Director and Chairman of the Membershiy 
and Chapter Formation Committee 


ers 
pre- 
the ARTICLES OF INTEREST 
nce 
7 TO INTERNAL AUDITORS 
the A. A. BUZZI, Chairman of “Digest of Other Publications Committee” 
directs attention to the following article of interest 

ved | APRIL 1945—"The Controller” 
1eW Subject: Internal Auditing: The Viewpoint of the Public Accountant. 
ter By: W. A. SUNSTRUM, Arthur Andersen & Company, Detroit, Michigan 
ave —Associate Member, Detroit Chapter, The Institute of Internal 
are Auditors. 
hat Mr. Sunstrum explains the extent to which the public accountant 
ion. relies upon the effective operation of internal auditing. He states 
tee that the Internal Auditing Department should have a well plan 

P } ned program correlated to the company’s routine system of inter 
tor,  iaeciaia ’ 
nal control and that such a program may well cover many of 
ives the functional or operating departments in addition to the Ax 
ita- counting Department. 
ces- An outline is given of some of the things which an internal 
tful } auditor does which helps the public accountant to curtail his 


work. He further outlines internal auditing functions which 
can be of great benefit to the operating management of a com 
pany 











INTERNAL AUDIT REPORTS* 


By LAWRENCE R. SCHMIDT 


re audit reports are 
one of the principal means by 
which management measures the 
efficiency of its operations and 
that of the Internal Audit Depart- 
ment. . 

These reports are not only im- 
portant to the auditor who pre- 
pares them and management that 
receives them but should likewise 
be of interest to the public ac- 
countant and Government audi- 
indication of the 
adequacy of the company’s sys- 
tem of internal control. Since the 
extent of verification to be made 
by these outside auditors will be 
determined by the system of in- 
ternal control in effect they should 
use all available information in 
formulating their opinion as to 
the degree of control existing. 

Unfortunately, however, inter- 
nal audit reports are not as uni- 
form as are the certificates issued 
by certified public accountants, 
instead, there are as many vari- 
eties of reports as there are brands 
of cigarettes. Some deal in gener- 
alities briefly outlining the scope 
of activities and presenting a gen- 
eral conclusion as to the reliability 


tors as an 


*Reprinted from October 1944 “The New 
Public 


York Certified Accountant.” 


of the records, efficiency of em- 
ployees, etc. while others go to 
the opposite extreme and detail 
all errors found the extent 
of the various tests made. 

Needless to say the latter type 
of report is of more value to the 
management that receives it than 
the former type and is likewise 
more helpful to the public ac- 
countant in appraising the system 
of internal control. The chief 
objection to such report is the 
amount of detail that has to be 
read in order to reach a conclu- 
sion. In attempting to scan 
through the voluminous contents, 
readers may very well skip over 
matters of importance. 


and 


The middle course would seem 
to be best, omitting all detail that 
is not essential to a clear under- 
standing of the conditions dis- 
closed by the audit but including 
everything required for compre- 
hension of the true state of af- 
fairs. 

The lack of uniformity in in- 
ternal audit reports is due to 
many reasons although the princi- 
pal ones are as follows: 


1. Reports are intended chiefly for 
management’s use and they to 
a large degree dictate the form 














of presentation and extent of 
details to be included. 


9. Internal auditors are not li- 


censed, there are no profes- 
sional standards to be complied 
with. 

3. Nature of the industry—In 
some industries certain phases 
are of prime importance and 
these might be stressed. Spe- 
cial reports might even be pre- 
pared to cover these special 


phases. 

4. Ability of internal auditor— 
Some internal auditors are good 
practical men with extensive 
experience but do not possess 
ability to write good reports. 
Most public accounting firms 
employ specialists who edit all 
reports. 

5. Degree of care exercised in 


preparation If management 
places little importance on au- 
dit reports issued, internal au- 
ditors are apt to acquire the 
same attitude. 


Internal audit reports should 
reflect the same degree of care in 
their preparation as is exercised 
in performance of the audit veri- 
fications. Report writing is not 
easy even to persons with exten- 
sive experience. To prepare a 
clear, concise report requires con- 
siderable effort and distinguishing 
the essential items to be comment- 


ed on from the unessential, is like 
wise no small task. 
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Public accountants take pre- 
caution when infractions of ac- 
counting principles are noted, to 
protect themselves by going on 
record in their reports. Internal 
auditors should also follow this 
practice even though they know 
that management is aware of the 
condition and does not intend to 
change it. Unless the internal 
auditor takes this precaution, his 
failure to comment might later 
be construed as approval of the 
practice, thereby reflecting on his 
ability and integrity. 

In spite of the special require- 
ments that might influence form 
and content of the internal audit 
reports there are certain general 
rules that should be considered 
in report preparation as follows: 
1. Reports should be concise but 

comprehensive. 


to 


schedules and 
analysis should be avoided. 


Voluminous 


3. Not necessary to list details 
of all exceptions found, these 
can be supplied from work- 

However, 

all important findings, conclu- 


papers if desired. 
sions and recommendations 
for improvement of methods 
should be included. 


+. All statements should be ac- 
curate and definitely support- 
able by information in work- 
ing papers. 

5. Arrangement of details in re 
port should follow a consist- 
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10. 


ent pattern. The customary 
method is to follow the order 
of the items in the balance 
sheet. Report should likewise 
be broken up with suitable 
headings to facilitate review 
and subsequent reference 
thereto. 

Reports should not contain de- 
tails as to the extent of audit 
tests, especially when audit 
was conducted in accordance 
with established audit pro- 
gram. Most persons in the 
concern who receive copies of 
the report are not qualified 
to judge sufficiency of the au- 
dit scope. Public account- 
ants and Government auditors 
interested in the extent of in- 
audit activities can 
determine this from review of 


ternal 


the audit program 

Criticism of existing practices 
must be supported by con- 
structive recommendations. 

If urgency requires issuance 
of special report of certain 
findings, thereto 
should included in the 
periodic audit report issued. 


reference 
be 


Comments should be present- 
ed in an impartial, impersonal 
manner. 

Reports should be issued 
promptly upon completion of 
the audits, otherwise com- 


ments will lose effectiveness. 


It is a generally accepted prac- 
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tice to review audit findings with 
the supervisor of the department 
concerned. Although auditors are 
not to give instructions to employ- 
ees they are often able by tactful 
suggestions during these reviews 
to immediately effect correction 
of some of the deficiencies noted 
in their audit. 

Since the errors have been recti- 
fied the auditor may question 
propriety of including the matter 
in the audit report. The deter- 
mining factor is the proportion 
and nature of the discrepancy. 
Generally where exceptions war- 
rant inclusion in reports if not 
corrected, they still merit mention, 
since the supervisor who corrected 
the may taken 
this merely to preclude 
reporting of the item. 


conditions have 


action 


There is always the possibility 
that supervisors may revert to 
their old methods as soon as the 
auditor’s back is turned and the 
situation continues undetected un- 
til the next periodic audit. Exist- 
ence of such errors might very 
well be an indication of laxity 
of supervision, about which man- 
agement should be informed. 

Unfortunately many of the offi- 
cials, to whom audit reports are 
addressed, are so burdened with 
other duties that considerable time 
elapses before attention is given to 
errors reported, or to rectifying 
the that them 
possible. Major discrepancies that 


conditions made 











will increase in proportion as time 
elapses, should be _ specifically 
mentioned for immediate atten- 
tion, in the transmittal letter 
which accompanies the audit re- 
port. 

Unless management follows up 
audit report comments and recom- 
mendations, they will not be de- 
riving full benefit from their 
internal auditing. Moreover, 
nothing stifles internal auditor’s 
interest and incentive more than 
disregard of the reports they issue. 

Recognizing the fact that the 
executives who receive internal 
audit reports are busy men, the 
auditor should try to the best 
of his ability, to make it easy for 
such individuals to read his re- 
ports, and to take corrective ac- 
tion. 

One method employed by in- 
ternal auditors with some success, 
is to prepare excerpts of the vari- 
ous sections of the audit report, 
to be submitted to the supervisors 
of the concerned, 
with recommendations for im- 
provement. 


departments 


These are accompan- 
ied by form transmittal letters, to 
be signed by the reviewing 
executive, which requests that the 
recipient investigate the exceptions 
taken, consider appropriateness of 
the suggested changes, and advise 
the transmitting officer of their 
findings and disposition of the 
audit comments. 


The reviewing executive can 
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thereby begin action on the audit 
findings, by simply signing and 
releasing the transmittal letter and 
related audit report excerpt. 

An instance is known where a 
general manager who had been 
receiving audit reports every 
month for a year, which were 
filed without being read, out of 
curiosity, happened to look at one. 
It held his attention and when 
he had completed reading it, was 
so enthused, that he started to 
inquire as to the whereabouts of 
the previous reports and the ac- 
tion taken to correct the situations 
reported. 

Of course, the auditor cannot 
make management read his re- 
ports, but he should try to prepare 
them in such a manner that when 
executives like the general mana- 
ger find time to read them, they 
will be stirred to action. Long 
involved reports crowded with 
minor exceptions, details of au- 
dit tests and dealing in personali- 
ties will not have the desired 
effect. 

In view of the increased empha- 
sis placed on internal auditing, of 
late, general improvement in 
quality of internal audit reports 
can be anticipated. While some 
internal auditors can still be 
classified as glorified bookkeepers, 
many internal audit staffs are 
now composed of former public 
accountants, many of whom are 
certified men. Even the junior 
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auditors of many staffs are college 
graduates who majored in ac- 
counting. This improvement in 
caliber of audit department per- 
sonnel should be reflected in the 
audit reports issued. 

Moreover, the activity of The 
Institute of Internal Auditors in 
conducting discussions on the sub- 
ject of audit reports and dissemin- 
ating information thereon, should 


likewise contribute toward gen »r- 
al advancement and greater uni- 
formity. 

The public accounting profes- 
this 
considerable 


sion can likewise aid in 
development to a 
degree, since managements and 
their internal audit staffs are re- 
ceptive to recommendations of- 


fered by their public accountants. 








Buy More 
War Bonds! 























INTERNAL CHECKS AND CONTROLS 


VS. 


INTERNAL AUDITING’ 


By CURTIS T. ATKISSON 


UNDERSTAND that the title assigned to this evening’s discussion 

was chosen primarily with the thought in mind of considering 
generally the accounting aspects of the subject of internal auditing 
and reviewing the question of when, where and to what extent the 
accounting internal checks and controls should be supplemented by 
internal auditing. 


Answering this “straw man” question I have just phrased—as to 
when internal auditing should supplement the accounting checks and 
controls, I would say, always, all the time; as to where internal audit- 
ing should supplement the accounting checks and controls, I would 
say everywhere, in all organizations and in all locations and depart- 
ments of the organization; and as to the extent to which internal audit 
ing should supplement the accounting checks and controls, that, of 
course, is a matter of judgment, to be formed from the experience 
of the responsible individuals of an organization, influenced from time 
to time by the experience of these individuals in exchanging experience 
with others, as we are doing here tonight. 


No organization is too small, and no organization is too large, 
for internal auditing. The proprietor of the corner grocery, whether 
he knows it or not, is continually performing internal auditing func- 
tions, that is, verifying that his employees, his customers, and his neon 
sign are performing according to instructions or in the expected man- 
ner. No organization is so large and so well organized but what, 
either there are some operations on which the so-called “automatic” 
checks and controls are, not feasible, or such checks and controls re 
quire verification to assure continued effectiveness. 

But, accepting these general statements, when does an organi- 
zation reach the point where internal auditing should be specialized 


and made the major responsibility of an individual or group in the 


*A paper presented before the Brooklyn Chapter of National Association of Cost 
Accountants on January 17, 19465. 
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organization? When is the travelling auditor wasting his time on 
detailed checking that could be largely avoided by improved internal 
checks? When is the organization being exposed to fraudulent or 
careless practices that proper internal checks would minimize? Should 
the internal auditor’s staff “mind its own business” while the operating 
or construction department “throws the company’s money away?” 
What are the limits to the internal auditor’s responsibilities? Why 
doesn’t the internal auditor save himself some headaches by seeing that 
one technical department or operation checks another? 


Though some of these are what lawyers call leading questions, 
they are all practical questions that internal auditors have been dis- 
cussing in New York during the past year. Naturally I cannot give 
categorical answers, nor can anyone, but I will cite some case histories 
which I have digested from these discussions and taken from my ex- 
perience which it seems to me may be helpful in stimulating thinking 
to arrive at some answers on individual problems. 


Before getting into the case histories, however, for the benefit 
of any skeptics on the question of—is internal auditing necessary?— 
I want to hand you a word that I ran across in an audit manual a 
couple of years ago that quite expressively singles out one of the main 
characteristics of internal auditing, as distinguished from internal 
check. The manual provided that inspection of the physical property 
by perambulation was to be considered an essential feature of certain 
parts of the audit program. Certainly an internal check cannot 
“perambulate,” as 1 find that perambulate means “to walk through 
or over, to walk about.” 


And this suggests another general observation on the subject. At 
The Institute’s Annual Conference last fall the auditor of a well-known 
eastern bank in the course of his discussion paid tribute to two friends 
who had the fortitude to resign their jobs instantly when told to revise 
their figures to conform to the needs of their president before his board 
of directors. Internal checks and controls often cannot speak for 
themselves, and have no strength of character of their own. 


PAYROLL AUDITING PRACTISE 


As the payroll is fundamental to most and important to many 
businesses it is appropriate to cite first a group of case histories on 
payroll auditing practise. 
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on Case 1 is an example cited by the internal auditor of a nationwide 
nal chemical concern. His concern had a plant built under a cost-plus 
or contract amounting to several million dollars. The contractor had 
uld timekeepers on the job and the chemical company had a resident en- 
Ing gineer with two assistants who made spot checks, as the timekeepers 
y? did, to see that the men were on the job. The internal auditors 
hy checked the canceled paychecks to the payrolls and personnel records 
hat and visited the job while it was in progress to watch and test check. 
The audit report stated that due to the volume of expenditures in- 
ms. volved and the acreage covered by the job the check made by the en- 
dis- gineering department was not sufficient to satisfy the auditors as to 
rive the paying of the payrolls summitted by the contractor and recom- 
ries | mended that additional safe-guards be set up in the future before pay- 
ex- ing contractors’ bills and payrolls. 
— Case 2 is an example of what, possibly, the internal auditor in 
Case 1 was afraid he had missed. On a big construction job where 
efit workers checked in each morning and checked out every night at the 
2 timekeeper’s shed it developed that one of the workmen had another 
l a job during the day, trucking locally. He just parked his truck around 
ain the corner from the timekeeper’s shed for a few minutes each morning 
nal and evening and held down both jobs, until internal auditors made 
rty some test checks of specific groups of men each morning and afternoon 
ain to see that they were actually on the job. 
not 
igh Case 3 concerned the internal auditor of some manufacturing 
plants. The plant maintenance men checked in and checked out 
each day and throughout the day were mending floors, roofs, or what 
At not at various spots over the extensive premises. The internal audi 
we tor was not satisfied that he knew, or the general foreman knew, that 
nds the men were working efficiently or actually working. Discussion 
ree developed the suggestion that probably the answer might be in adopt 
ard ing the practise of requiring a job sheet or written order on which 
for the workmen could record and report their jobs and time. 
Case 4 involved the verification of individuals on the office pay 
rolls of a business having numerous small branch offices. The internal 
auditors felt that their best check consisted simply in having the divi- 
my | sional accountant, familiar with the personnel requirements of the 
on local offices, together with an auditor from the home office, make an 


actual distribution of pay checks. 
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Case 5 has to do with one of the large insurance company offices 
in New York with ten or fifteen thousand home office employees and 
their auditing practise with respect to the Wage Hour Law and salary 
stabilization regulations. The audit clerks specialize in maintaining 
familiarity with the application of the law and regulations, and all 
such questions arising in the course of the audits are handled by them. 
The auditing in this connection is limited in scope and volume of test- 
ing because the primary purpose is not so much to verify the correct- 
ness of records of hours worked and overtime payments but to disclose 
any errors in the records due to lack of understanding of instructions 
or carelessness which could result in a violation of the law if allowed 
to continue. The auditor feels that his department is performing 
a service for management in seeing that the company does not neces- 
sarily become involved with the law enforcing bureaus. On any 
questions arising on which the answer is not apparent from review 
of the standard published manuals, or wherever legal or regulatory 
proceedings may ensue, the company’s legal department is consulted 
and, of course, is the final authority. 


Before leaving the subject of payroll auditing practise, in view 
of the fact that many concerns in recent years have completely central- 
ized their payroll preparation and records, a pertinent inquiry is— 
Is the central payroll department now being audited like the division 
payroll offices formerly were audited, with due allowance made for 
any additional internal check, or is this left entirely to internal check 
and the outside auditors? Being able to make the right answer to 
that question may be important. 


AUDITING PURCHASES 


Case 6 represents the problem of the internal auditor of a manu- 
facturing business. The auditor’s staff followed the rather usual prac- 
tise of test checking the purchasing department’s files to verify that 
purchase orders were placed with the lowest bidder or satisfactory 
explanation furnished. But the auditor was wondering how he could 
know that some low bids were not filed in the wastebasket, and he 
wanted to know whether it was practise of other businesses to have 
bids mailed to and cleared through the internal auditing department. 
Discussion developed that this practise was not followed by any of 
the businesses represented by the auditors present and some of those 
present indicated no particular concern with this problem in their busi- 
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ness, but the practise of one company represented seemed to offer a 
possible solution. The practise consisted in requiring that all bids 
be directed to and received by a particular section of the purchasing 
department where bids were identified and registered before being 
routed to the buyers. 


Case 7 represents the experience of the auditor of a large distillery 
group who set out to find the answer to several successive audit reports 
which disclosed that the audit of newspaper advertising lineage con- 
ducted on a test check basis was insufficient to see whether or not the 
lineage contracted for was exceeded or whether the sliding scale dis- 
counts available from newspapers were being obtained. 


After many discussions an advertising audit department was set 
up to maintain the necessary centralized records and pass upon the 
advertising invoices. The department consisted of an experienced 
advertising man and two clerical assistants. Several million dollars 
of newspaper advertising annually were involved. Based. upon ex- 
perience in an eighteen-month period, approximately $50,000 in re- 
funds were obtained which were not called to to the company’s atten- 
tion by the newspapers or advertising agencies, at least partly because 
no one of the several advertising agencies used, or the newspapers, 
had complete information on the lineage covering all the company’s 
various brands. The audit report on the advertising department now 
states that internal control is satisfactory. 


Also of interest in this connection are this internal auditor’s ideas 
as to the extent of his responsibility in auditing advertising. It is his 
thought that it is not up to him to determine that the advertising mon- 
ey is spent wisely. That is not his particular function in this case, 
as the advertising brand managers, trained and responsible executives, 
are given this responsibility and are allotted a definite appropriation. 
It is the auditor’s responsibility to see that the appropriation is not 
exceeded and that the company in its expenditures for copy, layout, 
agency fees and newspaper lineage, gets the proper discounts, rebates, 
and production. As this is a very technical subject they have an ex- 
perienced advertising man to head the advertising audit department. 


Case 8 brings out the fact that the auditing staff cf a chemical 
company in auditing property additions checks to see that deeds are 
on file for all land purchases but the auditor relies entirely on the 
company’s legal department with respect to the completeness and 
satisfactory form of the deed and other title papers. 
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Case 9 relates to the awarding of sub-contracts, a subject of im- 
portance to many companies in war production. The internal auditor 
of a large manufacturing company which made extensive use of sub- 
coutracting chose this as one of two major topics for discussion before 
a group conference on war contract auditing problems at The Insti- 
tute’s last annual conference. His analysis of the problems posed to 
the auditing staff of the prime contractor covered such questions as— 


Establishing the propriety of subcontractual arrangements, recog- 
nizing (1) the need for circumspection on the part of the 
internal auditor, under the circumstances, to avoid disturbing 
any relationships essential to war-urgent negotiations and 
(2) the prime contractor’s responsibilities to the Government 
as to the reasonableness of the transactions. 


Responsibility of the auditor for verifying that the selections of 
subcontractors were made according to orderly processes 
which had given adequate consideration to production ability, 
technical qualifications and financial stability of the pros- 
pective subcontractor, despite the fact that such selections 
usually involve technical considerations upon which the 
internal auditor is not, as a rule, qualified to pass. 


Means for verifying the integrity of the subcontract prices in 
the frequent absence of the normally accepted devices for 
price determination, such as competitive bidding and general 
market quotations. 


Verifying proper handling of material furnished the subcontrac- 
tor. 


INVENTORY AUDITING PRACTISE 


Inventory auditing is possibly auditing’s oldest problem and prob- 
ably there are few new problems or answers, but some of the old ones 
may well be reviewed and may illustrate the fact that in many situ- 
ations there is no distinguishing between but rather a blending of 
internal checks and controls with internal auditing. 


Case 10 gives something of the experience of the inventory man- 
ager of a New York department store in endeavoring to prevent stock 
shortages. The inventory manager obtained a prompt improvement 
in the accuracy of the reports of his receiving clerks by resorting to 
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the practise of having his men make deliberate deductions or extrac- 
tions from a few of the incoming shipments of goods. Discussion 
brought out the fact that he could not use “quantity blind” copies of 
purchase orders in the receiving department because complete copies 
were necessary in the routine found most practicable for the estab- 
lishment of the retail inventory dollar-control figures. 


Case 11 gives the experience of a gas utility company in verifying 
inventory under far less strenuous conditions. The internal auditor 
stated that by coordinating the verification requirements of his de- 
partment with the stores department administrative requirements 
they have been able to work out a satisfactory program under which 
most of the counting of the type performed throughout the year, on a 
continuous basis, is done by the local storekeepers as a part of their 
regular duties. 


Case 12, the practise of a baking company with several dozen 
units in various parts of the country illustrates a close tie-in between 
internal check and internal auditing. Their inventory consists largely 
of ingredients used in the manufacture of the product. A weekly 
break in production permits complete inventorying not less frequently 
than weekly. The various plants submit to the home office each period 
an analysis of inventory in units, the values being applied by the home 
office. As a check against the inventory opening and closing balances 
and receipts and consumption, the home office computes a theoretical 
consumption based on the formulae used and products produced, with 
any large variation being followed up by the home office and with 
weekly and daily inventories and comparisons being made where 
necessary to check on discrepancies. 


In the course of field audits three phases of the inventory audit 
are emphasized: 


First, determination by review of reports and inquiry of plant 
manager, office manager and storekeeper as to the amount 
of continuing attention given to inventory control locally. 

Second, physical verification of inventory, including such pre- 
cautions as obtaining lists from local freight agent of carload 
shipments received in recent weeks, and investigation of 
differences, particularly overages. 


Third, inspection of storekeeping arrangements, such as lock and 
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key protection of scarce and rationed materials and protec- 
tion against fire, deterioration, evaporation and the like. 


Case 13 is another example of close tie-in between internal checks 
and controls and internal auditing. The procedure of a company 
operating a number of ice plants provides for the posting hourly of 
production reports which assist in maintaining good technical control 
over the efficiency of the ice manufacturing process. These same 
production reports enable the auditors to make their best check on the 
reliability of the reports on volume of production. The auditors in 
their visits to the plants lift the lids of a test sample of the ice cans 
and verify that each main freezing tank section is in the stage of manu- 
facture indicated by the production reports, and so establish that no 
unreported ice manufacturing is being carried on for side-door sale. 


AUDITING TECHNICAL OPERATIONS 


A recent meeting of the New York Chapter of The Institute was 
devoted to the subject—Scope of Audit of Technical Operations. After 
much discussion of v.hether internal auditors should audit technical 
operations, and if so, the extent and means to be employed, the chair- 
man concluded the meeting with the sagacious remark that it seemed 
to have been decided that an auditor can probably check a technical 
standard but that generally a technical man has to set the standard, 
and that further than that he would not commit himself. 


In this field particularly it is important to keep in mind the possi- 
bilities open to the auditor of using one technical group to check an- 
other, another phase of internal checks and controls. Some of the 
instances that can be cited in this connection are of special interest. 


Case 14 represents a nationwide chemical and industrial concern 
whose auditors have no great difficulty on the problem of inventorying 
or verifying the inventories of various chemicals, that all look alike 
to the auditor, because they work with chemists who though located at 
the various plants are responsible to home office rather than plant 
management. A representative of the auditing department of this 
company felt that for the auditing department to try to equip itself 
to audit all the various types of technical operations would mean a 
substantial duplication of expense and result in their having several 
hundred rather than several dozen auditors. 
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And this reminds me, and possibly others of you, of Maurice 
Peloubet’s vivid picture of the number of auditors and inspectors that 
might be required to inquire into the affairs of corporations if no one 
group of auditors or inspectors had confidence in any other. In other 
words S. E. C. auditors, O. P. A. auditors, R. F. C. auditors, Bureau 
of Internal Revenue auditors, insurance auditors, public accountants, 
internal auditors, War Department inspectors, city tax auditors, and 
so on, would all be satisfying, by detailed checking, their respective 
obligations to verify the company’s records without reliance upon 
other groups of auditors and inspectors. The results of such a condi- 
tion of distrust he likened to the position the world would be in if the 
famous hypothetical oyster were allowed to reproduce unchecked. 
Instead of having the earth completely composed of oyster shells after 
a few years time, we would find that business would consist of nothing 
but a substratum of working papers covered by layers upon layers of 
auditors and inspectors. 


However, all these different groups of auditors and inspectors do 
not work that way. They all place some reliance on the internal 
checks and controls and rely especially on that first layer of auditors, 
the internal auditors. And what should they do to see that this trust 
is not misplaced? 


Case 15 is the experience of a large utility system whose auditors 
in checking plant additions and retirements base their findings as to 
the construction department’s work largely on the inspection reports 
made by the duly qualified and authorized force of the inventory 
engineering department. But the auditors do make some spot-check 
inspections of their own. They believe in a certain amount of check- 
ing things behind the figures. On a stores yard inspection, for ex- 
ample, they found fifteen reels of cable long since charged out to a 
job on which work had been suspended. The storekeeper was metic- 
ulously counting out the nuts and bolts but this valuable material 
in the yard was not under control. 


Case 16 reflects the views of an internal auditor of a manufac- 
turing business. He believes in auditing the technical operations 
and finds that this leads most frequently into the production control 
or planning department, the industrial engineering or time study 
group, the engineering department, the inspection department and the 
repairs and maintenance department. 
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In the production control department ficticious inventories and 
substantial eventual losses for the company or contract forfeitures 
may result from over ordering of assembly parts, ordering too far 
in advance or the contrary condition of improper scheduling where 
the schedule on certain necessary parts is too slow. The repairs and 
maintenance department in many cases rushes out to do its own pur- 
chasing, and why do all the jobs seem to be emergencies? 


Just looking at the reports and checking figures does not verify 
all the accountabilities. To meet the reporting responsibilities placed 
on their audit staffs by some managements the auditor has to do a 
lot of looking behind the figures. 


And some sort of medal no doubt was awarded to an observant 
internal auditor who revolutionized the inspection technique on a 
wire gold-plating operation. He noticed that the spool which pulled 
the wire through the plating bath moved at a uniform speed but the 
wire moved faster through the bath as the spool filled. His inquiry 
of the chemist developed the fact that the test analyses were always 
based on a wire sample from the end of the spool. 


Case 17 représents another large manufacturing company, where 
the internal auditor has taken particular pains to review the cost stand- 
ards on war contracts to determine whether the elements of costs and 
allowances are consistent with the purposes which the standard is 
expected to serve. It is sometimes found that lack of information 
as to the variance between actual and allowed costs makes it impos- 
sible to determine, by reading cost reports, whether a production cen- 
ter’s performance for a particular period is relatively good or bad. 
Inadequately supported percentage allowances for various types of 
shop losses, for example, may entirely nullify the whole purpose of 
having rates meticulously prepared by the use of a stop watch. 


Other inquiries into the cost standards on a test-check basis in- 
cluded 
Comparison of part numbers and quantities included in the 
standard with the original engineering drawings. 
Comparison of standard cost material prices with current 
market prices. 


Comparison of standard labor operation costs with the sup- 
porting time study data. 
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Comparison of labor operations as shown by the standard 
cost card with the operations actually being performed on the 
factory floor. 


You will be interested to know that one internal auditor in dis- 
cussing the question of the special training and experience necessary 
to qualify an auditor to audit a technical department or operation 
put first the trait of common sense, and second, the ability, with tact, 
to draw out people in conversation; but before the witness was through 
he just decided that the auditor would get along all right on technical 
operations if he possessed simply the knowledge of technical operations 
usually possessed by the average cost accountant, if you know what 
that means, and if he kept alongside him a copy of the Cost Account- 
ant’s Handbook. 


MODERN INTERNAL AUDITING 


This term has received some prominence in the literature of The 
Institute of Internal Auditors, and with some justification, I believe 
you will agree, when consideration is given to the strides internal 
auditing has made in recent years in increasing its usefulness to man- 
agement. But all the modernizing work has not been done yet. The 
Institute’s influence for self-improvement among internal auditors has 
a good many corners to reach into yet. For example, an independent 
investigator’s report had the following to say last year to the manage- 
ment of a company that for years had maintained a staff of nearly 
a dozen auditors: 


“Audits made at present appear to be inadequate in that 
little check is made of disbursements. In addition to cover- 
ing agents’ accounts the audits should cover imprest funds; 
payrolls, time-keeping and related functions; store activities, 
including inventories, pricing and distribution; organization 
of clerical and accounting work, including efficiency and 
capability of personnel; check of cash, securities, and funds 
of Treasury Department (now checked by a bookkeeper from 
the general books section); and check of other departments. 


Sufficient staff should be provided so that auditors will be 
available for the training of new employees and for relief 
of key accounting employees or agents during absence because 
sickness, vacation, or other emergency.” 
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Somewhat typical of the situation encountered when a company 
re-examines its internal auditing program with a view to moderni- 
zation is the following digest of findings by the internal auditor of 
a large chemical concern in recent years: 


First—We were still devoting a major part of our time and 
effort to work in the field and too much of this field work was of 
a more or less routine nature. 


Second—Many of the home office activities either were not 
being audited or were not sufficiently audited. 


Third—Our supervisory force was under-manned. 


Fourth—A considerable portion of our long-standing routine 
and procedure needed change. For example, there was far too 
much detail in the audit reports. 


The weaknesses suggested their own remedies, and it is worthy 
of note that this cencern now has a special studies division, in the audit 
department, that has as one of its main functions the continual sur- 
veying of all departments in the home office for the purpose of estab- 
lishing more complete and effective audit programs. Incident to 
these surveys it was reported that this division during 1943, through 
its independent interpretation of the provisions of certain contracts, 
was instrumental in saving the company over $50,000. 


As a war-time measure some companies’ audit departments have 
sharply reduced the detailed checking on some audits and substituted 
therefor a less time-consuming review of procedures, a comparison 
of the routines actually followed with those prescribed. No doubt 
some of this will carry over into permanent post-war practice. The 
thought also brings to mind another important aspect of the inter- 
dependence of internal checks and internal auditing, namely, that 
the establishment and maintenance of an up-to-date detailed procedure 
manual is sometimes a prerequisite, and generally a valuable aid, in 
carrying on an efficient and effective internal audit program. And 
that works both ways, too, as the auditors are often assigned, or in the 
natural course of events must assume, an important role in establish- 
ing uniform prescribed procedures, and in maintaining and continually 
improving them. 


In concluding, I would point out that in discussions in which 


internal checks and controls are contrasted with internal auditing 
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we have in mind the accounting or automatic checks and controls. In 
a broad sense, of course, from the management viewpoint, the term 
internal controls is inclusive of all the tools of management, such as 
accounting, budgeting, cost accounting, and internal auditing. 


In the expanded economy that is anticipated after the war free 
competitive enterprise will have need for all the tools of management. 
Internal auditors, as a part of management’s system of internal con- 
trol, look forward to playing their part in assuring the continued 
adequacy and effectiveness of this over-all system of control. 


AUDIT OF SUBCONTRACTOR CLAIMS’ 


By ERWIN H. BLUM 
Vickers 


, Incorporated 


+ ew paper deals with the contractor’s responsibility, in a fixed- 
price supply contract, for audits of subcontractor termination 
claims, and summarizes the program followed by the Internal Audit 
Department of our company in discharging that responsibility. 


Familiar business terms are substituted in this paper for terms 
used in Government regulations, as follows: 
1. Purchase Order for subcontract. (Our purchase order contains 
the approved fixed-price subcontract termination article.) 

2. Supplier, instead of subcontractor. 

5. Various governmental auditors, accounting representatives, or 
services dealing with terminated contracts are referred to as 
“the Government.” 

4. “Contractor” refers to the next higher intermediate supplier 
in a fixed-price contract (i. e., “customer” 


5. “J. T. R.” refers to the Government’s Joint Termination Regu- 
lation. 
6. “G. & A.”—General and Administrative Expense. 


*A paper presented before the Detroit Chapter on December 20, 1944 
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GENERAL 


The supplier under a fixed-price purchase order has no direct 
contractual rights against the Government, but the rights of such 
suppliers are against the prime contractor or the intermediate supplier. 
Coupled with this legal condition, all of the many thousands of sup. 
pliers’ claims could not possibly be reviewed or audited by the Govern. 
ment. 


Therefore, under J. T. R., each succeeding supplier has been 
made responsible for settling the termination claims of his immediate 
supplier, subject to final approval by the Government, who ultimately 
pays the claim. 


J. T. R. further requires that the supplier, when settling claims, 
shall “exercise the same standard of care that a business man would 
employ in the conduct of his own affairs.” Claims must be audited 
to determine that they are based on cost principles recognized by 
accepted commercial accounting practices, and written reports thereof 
must be available for Government review. Large or complex claims 
may require field audits. 


Authority has been granted to some suppliers and prime contrac- 
tors to settle claims involving amounts up to $10,000 without Govern- 
ment approval. Such claims settled by the supplier cannot be disputed 
by the Government, but the authority may be revoked if inadequate 
audits have been made. 


COST PRINCIPLES 


J. T. R. provides that all audits shall be based on cost principles 
recognized by accepted commercial accounting practices. The more 
familiar cost elements include direct and indirect manufacturing, 
selling, and distribution, and general and administrative expense. 


The remainder of this discussion will summarize the procedures 
we follow when auditing suppliers’ claims. 


PRETERMINATION DISCUSSIONS 


In line with Government regulations, we have held pretermina- 
tion discussions with more than 100 of our major suppliers. These 
discussions have determined the extent of their accounting systems, 
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and the bases of ratios used by them to recover Factory Burden, Gen- 
eral and Adminstrative, Settlkement Expense and Profit. They also 
disclosed that certain of our suppliers had accounting records which 
could not be used to substantiate a claim. In some instances, changes 
were suggested which provided adequate records in the event of term- 
ination. 


A file of these data established for each supplier visited has proven 
extremely valuable in that we have been able to approve a large num- 
ber of claims by means of office reviews, without making a field audit. 


TECHNICAL ADVICE 


A number of claims received were based on percentage of com- 
pletion of the terminated inventory. These claims came from suppliers 
who do not have cost systems by which the actual cost of work in 
process can be determined. If the supplier were located in or near 
Detroit, and the amount of the claim warranted it, we called on our 
Engineering and Cost Estimating Departments to assist us by apprais- 
ing the cancelled inventory at the suppliers’ location. 


Appraisal audits of this nature disclosed, in some instances, that 
the supplier had made incorrect counts of the canceled inventory in 
relation to the completed operations. Adjustments in some cases 
amounted to reductions of more than 50% of the original claim a- 
mount. 


When the supplier is located out of town and the claim is for a 
relatively minor amount, we request the Engineering Department to 
obtain copies of the blueprints and process operations sheets for the 
canceled parts. A price is estimated in relation to the completed 
operations and compared with the amount of the claim. The estimate 
is then incorporated in our report recommending approval of the claim. 


OFFICE REVIEWS 
Claims containing complete information are reviewed in the 
following manner: 
1. The original purchase order is reviewed with respect to quantity 
ordered, unit price, and the quantity received before termination. 


2. The Purchase Order Change Notice, which confirms the termi- 
nation, is then compared with the quantity shown on the claim. 
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Quantities in excess of the terminated portion are examined 
to determine if the excess is a reasonable overrun, allowing for 
anticipated scrap. 


3. The total amount of the claim is compared with the original 
purchase order price of the completed parts, to verify that the 
claim does not exceed the value of the terminated portion of 
the purchase order. 


4. Reference is then made to our file of Supplier’s Accounting 
Information in order to verify the other claim items, such as 


G. & A., Burden Rate, and Profit. 


5. Claims containing charges for Raw Materials are checked with 
the Cost Department, and prices charged by the supplier are 
compared with the price we pay for the same material. The 
quantity of Raw Material is also verified by reference to the 
Engineering Department, who compute the total requirements, 
which includes such items as the cutting waste and end-piece 
losses, in relation to the terminated quantity. 


6. All extensions or computations shown on the claim are verified. 


ADDITIONAL INFORMATION REQUESTED 


Occasionally one or two elements of claims received are not in 
the usual proportions. That is, G. & A. may appear to be an unreason- 
ably high percentage of the Work in Process Inventory Cost or Settle- 
ment Expense, covering the cost of preparing the claim, may seem 
out of proportion. In such cases, if the claim is for a relatively minor 
amount, we communicate with the supplier and obtain the data re- 
quired to support the claim. The information obtained in this manner 
is then added to the Supplier’s Accounting Information file for refer- 
ence. 


FIELD AUDITS 


Claims for large amounts received from suppliers on whom we 
have no accounting information may require field audits. Claim 
elements which cannot be approved by means of an office review are 
listed on a tentative audit program and the supplier is visited to obtain 
the information necessary to approve the claim. Some of our field 
experiences are presented to illustrate the conditions encountered, and 
the procedures followed to complete the audits of the claims. 
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Case No. | 


This supplier presented a large claim which included charges 
for 1,700 completed sub-assemblies in relation to a terminated quantity 
of 1,800. The claim appeared unreasonable because receipt of mater- 
ial had been considerably behind the shipping schedule, and two days 
before the termination notice was forwarded to the supplier, we had 
received only 200 assemblies. 


J. T. R. requires work to be stopped within a reasonable time 
after termination notice is received. The claim indicated that the 
supplier may have continued assembly beyond a reasonable time in 
order to present his claim on a completed unit or purchase price basis. 


An audit of the claim disclosed that the work was not stopped 
immediately, but had been continued for about three weeks after 
termination notice had been issued. All components had been received 
and assembled before termination, except the addition of a gasket 
and top plate. The gasket was made of a special synthetic rubber 
a critical material) which will not deteriorate when immersed in 
heated oil under pressure. The gasket had been received two weeks 
prior to termination and fabrication thereof for assembly had been 
completed before the termination notice was received. 


J. T. R. states that cancelled inventories must be protected and 
completion of the assemblies was proven to our satisfaction to be the 
most econmical means of accomplishing this. 


Actual job cost records were not maintained by this supplier. As 
an alternative, the cost estimate computed when the supplier bid on 
the job was obtained. The percentages used to compute the various 
costs and allowance for profit, were tested to overall financial reports 
and statistics maintained by the supplier. This proved, to our satis- 
faction, that the contract price could be substantiated. 


The explanation for completing the assemblies had proven that 
the supplier had used .good judgment in protecting the inventory. 
Costs could be substantiated as stated, and this claim was settled as 
originally filed. 


Case No. 2 


This claim contained the following elements: 
Work in Process Inventory..............20% of the claim total. 














The Internal Auditor 


RIE CIE a seiaisisistarsscabensdtatcnsceclioed . 9% of the claim total. 
es WO ia cictapttakenteenaacaneusorhaes veee7% Of the claim total. 
ARI rid ite cle Rae EE lI. ts . 4% of the claim total. 


The amount of G. & A. was obviously excessive, amounting to 
more than 300% of work performed. A field audit disclosed that the 
supplier, in preparing the claim, had applied an established ratio of 
administrative burden to the sales value of the cancelled portion of 
the contract, in order, as explained to us, to recover the cost of entering 
the jobs on production schedules, the cost of purchasing material, and 
other general expenses. 


This procedure was incorrect because the administrative rate 
had been applied against the sales value of the canceled portion of 
the contract, which is not only contrary to J. T. R., but also to sound 
accounting principles. The basis for application of such expense 
should be on work completed on the canceled portion, not on work 
which was not, and never would be performed. 


It was agreed that the supplier was entitled to some reimburse- 
ment, and a substitute offer was made by our company which was 
accepted by the supplier in later negotiations. The claim was finally 
settled for less than 50% of the original amount. 


Case No. 3 


This claim consisted entirely of purchased parts. It was received 
as a letter from a supplier who had been incorporated for less than a 
year and the claim proved to be his first experience in terminations. 
The audit disclosed the costs were supported by invoices, although 
the supplier had failed to consider cash and quantity discounts when 
preparing the claim, which reduced the canceled inventory cost by 4%. 


The supplier was entitled to handling charges and administrative 
expense, but these costs had not been included in the amount of the 
claim. No attempt had been made to establish by statistics overall 
ratios to support costs of this nature which could be included in term- 
ination claims. 


The wages of stock room clerks were related to total purchases 
to obtain an overall handling charge ratio which was applied to the 
canceled inventory value. Administrative expense determined in 
relation to total manufacturing cost amounted to a ratio of 17% be- 
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cause of the heavy starting load of organizing a new company. We 
suggested that 50% of administrative expense was probably expended 
for payroll preparation, employee supervision, and other  ctivities 
not related to the termination. This suggesticn was acce, ed by the 
supplier and an 844% administrative rate was applied to the term- 
inated inventory. 


The revised claim and report was approved by the Government 
and the final claim, somewhat higher than the original letter amount, 
was settled on the basis of our adjustments. 


Case No. 4 


This claim came from a small manufacturer who had not main- 
tained a cost system. We furnished the material which was sent 
directly from the mills to the supplier. The material proved defective 
and the supplier experienced considerable difficulty in machining, 
constantly breaking tools, and losing the work performed each time 
this occurred. Eventually it became necessary to send the materials 
back to the mill to be redrawn. Inasmuch as it was necessary that this 
job be performed immediately, the supplier did not reset his machines 
and manufacture other jobs while awaiting the return of the steel 
from the mills. 


After the materials had been corrected, the supplier was able 
to produce according to his anticipated schedule. One week after 
production was running smoothly, we had to cancel the order. The 
supplier had no inventorie:, since we had furnished the materials, 
and no work was in process because it was a screw machine operation. 


Although our supplier had a valid claim, it could not be prepared 
on an inventory basis because there was no inventory, and, as stated 
above, no cost system had been maintained. The supplier prepared 
a claim based on the time that his machines were idle, and included 
the time until the next job was set up on his machines. This method 
could not be accepted because it was not according to principles for 
determining cost. We, therefore, assisted our supplier in preparing a 
claim on the “total cost” basis. The claim was established as follows: 


Direct labor chargeable to the job was determined by an analysis 
of the time cards of the men who operated the machines. The total 
manufacturing expense for the period that the job was in the shop 
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was allocated on a percentage basis to the machines used, thereby 
determining the machine rate for distribution of factory burden. This 
rate was applied to the direct labor costs of the job. 


We estimated the amount of time required to complete the balance 
of the order, using the production experience for the week preceding 
termination as the basis for the estimate. An average unit cost was 
then determined, and applied to the units shipped before termination. 


The indicated profit rate, obtained by comparing the estimated 
cost to the purchase order price, was then allowed on the number of 
pieces shipped and added to the costs incurred before termination, 
thereby arriving at the total charges allowable on the order. The 
purchase price of the units already delivered was deducted from the 
total allowable charges to determine the amount of the claim due 
the contractor. 


Although this method resulted in a decrease of approximately 
50% of the original claim amount, the supplier was satisfied and the 
adjusted claim was approved by the prime customer and the Govern- 
ment. 


The auditor can be responsible for delaying settlements as well 
as helpful in making settlements. This is illustrated by the following 
three cases in which other auditors made an examination of our claims 
and, because of misunderstandings, included erroneous statements in 
their audit reports. 


Case No. | 


Cancellations were received for the same product simultaneously 
from two customers who were suppliers to the same prime contractor. 
A cancellation was also received from the prime contractor. All three 
orders were for materials used on the same war contract. We, there- 
fore, combined the cancellations of these items and prorated the charges 
in proportion to the quantities canceled by each of our three customers. 


Later, one of the customers reinstated part of the order which he 
had previously canceled. We reacquired materials from the canceled 
inventories which could be used on the reinstated order and credited 
the three customers in the same proportion in which we had charged 
them in the claims, thereby reducing all three claims. 
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The auditor, in reviewing the claim of one of the customers, 
This noticed that we had reacquired materials. He failed to recognize 
that they had already been credited with their pro rata share of the 
reacquirements, and made a statement in his report that the total 


a amount of the reacquired materials should be credited to the amount 
ling due us on our claim. He had overlooked the fact that only a pro rata 
— portion of these materials had been originally included in the claim. 
a. His request for credit would have been approximately twice the total 
ated amount of the material originally charged to them in the claim. 

r of It became necessary for us to have photostatic copies made of 
am, many records, and to make two trips to another city for long discussions 
The with the Government officer in order to arrive at a just settlement 
the of the claim. 

due 

Had the auditor discussed his findings with us before leaving 

our plant, this point would have been clarified and the settlement 
tely would have been made without the delay experienced in this case. 
the 
i Case No. 2 
oil Approximately 25,000 units were canceled with one of our sup- 
ring pliers. The supplier immediately advised that these items were all 
is in process and a claim would be filed for the entire number of units 
7 on order. 

About ten days later we received another order for 11,000 of these 
units and requested this supplier to complete 11,000 units of the origi- 
nal cancellation, which reduced the claim to 14,000 units. 

When the auditor reviewed our claim, which included the claim 
sly | of the supplier, he disallowed the supplier’s claim on the grounds that 
tor. | we had received shipments subsequent to the date of cancellation. 
ree 
a. Again it was necessary to photostat many of the records and travel 
ges to another city to negotiate settlement of the claim. Had the auditor 
ion. discussed his findings, we could have cleared this point, and an adjust- 

ment would not have been recommended in his report. 
jhe | 
led | Case No. 3 
ited 
ged We filed a claim with a customer located in another city and all 


matters were agreed upon through correspondence, subject to verifi- 
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cation of the inventories. A representative came to our office to check 
the inventories, supplied by his company with a typed inventory copied 
from the schedules submitted in our claim. 


His copy of the inventory did not include credits for items which 
had been reacquired by us and, further, several transpositions had 
been made in part numbers. Of course, the auditor, in checking the 
inventory, did not find the reacquired items for which credit had al- 
ready been given, nor any of the items for the transposed part num- 
bers. 


The auditor did not discuss these matters with us, but reported 
shortages in the inventory, and they were disallowed in our claim. 
Our customer settled the claim, inclusive of supplier settlements, with 
the Government on the basis of these erroneous adjustments, before 
informing us of the disallowed inventory differences. 


You may rest assured that a long time elapsed before this case 
was settled. 


SUMMARY 


Government Contracting Officers are not obligated to follow the 
auditor’s recommendations, but have full discretionary authority to 
settle for amounts which they believe are reasonable under the circum- 
stances. In exercising their authority, contracting officers hesitate 
to disregard adjustments specifically recommended by the auditors, 
unless other supporting evidence shows that such adjustments should 


be oifset against omitted, but valid, claim elements. 


Our company has, therefore, adopted the policy of discussing 
with the supplier claim elements which we believe should not be al- 
lowed. The views of the auditor and the supplier are included in the 
report when they are not in total agreement. 
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REPORT OF INDUSTRIES COMMITTEE 
G. T. BODMAN, Chairman 


ORGANIZATION, DUTIES, AND 
REPORTS OF INTERNAL AUDITORS 


T IS gratifying to have received 163 replies to the recent question- 

naire on this general subject. This is representative of a much 
larger number of members, as for the most part the replies report 
company practices and are the joint product of several members of 
one company. On this basis, the summarization represents forty- 
six per cent of the companies represented by our membership. 


Consideration was given to summarizing replies by industries as 
was done in the March issue of “The Internal Auditor;” but there 
was no distinctive policy by industry that warranted such a portrayal. 
The report, therefore, is the composite of all replies regardless of in- 
dustry, excepting as pertinent comments were submitted by the indus- 
try representatives. 


Should any individual member be interested in the summarization 
of his industry, this information is obtainable from your industry rep- 
resentative. 


1. Is the Auditing Department of your company 


A separate organization 101 
A part of the Accounting Department 59 
A part of Comptroller's Department 1 
A part of Treasury Department 1 
No reply 1 

Total 163 


2. What is the title of the individual in charge of the Auditing Department: 


Auditor 34 
General Auditor 29 
Chief Auditor 20 
Internal Auditor 13 
Controller, Assistant Controller, 
Assistant to Controller 15 
Divisional Auditor 7 
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Titles Indicative of Auditing Supervision: 


Auditor in 


Charge, Chief Internal 


of Internal 


Charge, 


Auditing, 


Internal 
Auditor, 


Auditor in 
Supervisor 


Supervisor of Audit- 


ing, Manager of Auditing Division, Manag 


er of 


Auditing 


Department, 


Manager of 


Auditing Staff, Manager of Internal Audit 
ing, Supervisor, In Charge of Auditing De 


partment, 
Director of 
Supervisor 


Auditing 


Auditor 


in Chief, 


Corporate Officers: 


Vice Preside 
Accounting 
urer, Assist 


nt and Auditor in 
and Finance, 
aunt Vice President. 


Treasurer, Auditor 


and Assistant 


Miscellaneous Titles: 


Head 


Division, 


Auditor, 
Auditing 


Charge of 


Secretary-Treas 


Assistant 
Secretary. 


Company Auditor, Works Auditor, Resident 


Auditor, 


Division 


Internal Auc 


litor, Plant 


Auditor, Office Manager, Business Manager, 


Department 
Supervisor 
Not spec ified 


Total 


The fact that 159 auditing supervisory positions are described by 


37 «different 


taken by The Institute to establish more uniform and specific 
titles for those entrusted with the supervision of auditing staffs 
Such standardization would lead to a better understanding of the 


respective duties and responsibilities of our membership 


Supervisor, 


titles 


Board of Directors 


Board of Directors and Presiden 


President 


Vice President 


Vice 


Vice President 


President 


Senior 


and Controller 


Vice President and Treasure 


Accountant, 


To whom is the individual in (2) above responsible? 


Including Executive 


Vice President in Charge of Finance 
Vice President and General Sales Manager 
Vice President of Works 


Controller 





Assistant 


Controller 


10 


14 
4 


163 


indicative of a project that could be under 
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Treasurer 93 
Treasurer and Controller 4 
Assistant Treasurer 3 
Secretary and Treasurer 1 
Secretary and Assistant Treasurer 1 


General Auditor, General Auditor—Head 

Office, Auditor of Company Home Office 3 
General Manager 3 
Chief Accountant 1 
No answer 6 


Total 163 


Of the 22 positions to whom the individual in charge of internal 
auditing is responsible, 114 or 71 per cent report to the Board of 
Directors, President, Vice President, or Controller; and thus the 
important part which the internal auditor plays in corporate 
affairs is thus recognized. In addition, 29 or 18 per cent more 
report to the Treasurer. 


Is the area of investigation of your Auditing Department 


Limited 42 or 26% 
Unlimited 119 or 74% 
Divided 7 1 
Not reporting 1 

Total 163 


It is significant that 74 per cent of the reporting firms place no 
limits upon the internal auditors’ investigations; and certainly 
this expression of confidence on the part of Management places 
upon the internal auditor a responsibility that requires a constant 
vigilance and stimulates his iniative to the full limit of his 
capacity, experience, and knowledge. In several instances re 
porting limitations on the investigation of the internal auditor, 
these limitations were rather immaterial and do not restrict his 
practical functioning 


5. With reference to departmental routines and procedures, does your 





Auditing Department 


Originate 62 
Review and approve prior to adoption 77 

Check and appraise the functioning of 
authorized procedures? 147 
Total 186 


From this summary as well as from individual replies, it is evident 
that many auditing organizations perform two or even three of 
these functions; but it is apparent that in the majority of cases 
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the Auditing Department does not originate routines and pro- 
cedures.It’s principal connection with such operations is the check. 
ing and appraising the functioning of authorized procedures. From 
this it can be construed that the general concept of the duties of 
the internal auditor in the majority of cases is to assure Manage. 
ment that adequate and protective automatic internal auditing 
is in effect, that the methods are efficient, and that they are func 
tioning in accordance with Management’s wishes. 


6. Are your audit reports 


Oral 17 
Written 153 
No reply 1 

Total 171 


In eight instances, the reports are both oral and written; but it is 
significant that in over 94 per cent of the companies, written 
reports are required as they present a permanent record not only 
for the guidance of subsequent audits but from which progress 
along.the road toward perfection in operation and management 
may be recorded 


Are your audit reports sent to 





Héad of department or division examined 92 
Executive to whom department head reports 110 


Controller and Assistant Controller 26 
Controller-Treasurer, Treasurer 5 
President 5 
Vice President 1 
Independent or Public Accountants 5 
General or Chief Auditor 4 
Board of Directors 2 


Other Executives and Department Heads 
interested 17 

General Manager, Parent Company, Works 
Manager, Division Office, Chief Accountant, 


Secretary-Treasurer (one each) 6 
Various 3 
No replies 1 

Total 277 


Note particularly that in only five instances do the independent 
or public accountants receive audit reports. Certainly copies of 
these reports received currently would be of great assistance to the 
public accountant in appraising the value and effectiveness of 
the internal control. One company has the internal auditor re- 
port to the Board of Directors at stated meetings once each month 
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to discuss anything special in the report or to answer questions 
pertaining thereto. 


8. Are your audit reports formally answered? 


Yes 79 
No 82 
No reply 2 

Total 163 


It is surprising that the practice of the reporting companies is 
so evenly divided between requiring and not requiring formal 
replies to the auditors’ reports. 


9. Should the auditor follow through all exceptions cited in his audit re- 
port to be certain that proper adjustments are made? 


Yes 140 
No 23 
Total 163 


The preponderant affirmative answers reflect the profession's recog 
nition of its responsibility to Management to not only observe 
and report exceptions to policies, procedures, and lack of efficiency 
but also to follow through to see that such exceptions are finally 
disposed of to the satisfaction of Management. 


Replies in the negative were qualified to the extent that the 
following items would be followed through 


(a) Exceptions of major importance or serious nature in which 
group is included defalcations, pay roll, personnel and 
other disbursement errors, corrections or adjustments on 
books of account, recommendations involving changes in 
procedure or revisions of system. 


(b) There was an expression that though the auditor does not 
follow through, that this responsibilicy devolves upon the 
manager.controller, or some individual in charge of inter- 
nal auditing but not by the individual who audits. 


(c) In some instances, it was stated that less serious exceptions 
or items which the head of the department being audited 
has promised to correct would be left for the auditor's 
follow-up at the time of the next audit. 


The thought was expressed that the exception might be 
to a procedure which could be a matter of opinion and 
that in the interest of harmony, the internal auditor should 
not be too insistent that a change be made. In other 
words, the suggestion is offered for what it is worth to 
the department affected 
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This is in line with the expression of another member who stated 
that basically the auditing staff is a survey group and not admin 
istrative. Consequently, it is up to the Management to see that 
corrections are made but that the staff should in the following 
year’s audit check and report as to whether the corrections have 
been made. 

One member reports that items corrected before completion of 
the report would be deleted therefrom, whereas another suggests 
that for information only, these exceptions be shown in the audit 
report. 

There is no doubt that to the extent which the auditor follows 
up the exceptions in his audit report does he check on his own 
thinking and the objectives of the Management. 


10. Which is the preferable confirmation: 





Positive 127 or 78% 

Negative 25 or 16% 

Combination of both 5or 3% 

No preference 1 

No reply 5 or 3% 
Total 163 


Reasons for the Positive forms of Verification: 


Definite evidence of customer’s concurrence with balances 
shown; 

Negative verification encourages indifference, carelessness 
and neglect on part of customer whereas positive form 
requires reply; 

Additional information, such as comment on service, pro 
duct, etc., not directly related to balances, may be dis- 
closed; 

Negative verification erroneously assumes debtor will reply 
if amount is not correct; 

Produces better evidence in support of auditor’s findings; 

Larger percentage of returns; 

Development of experience records on percentage of re 
turns in order to judge effectiveness of audits; 

More probable to pick up defalcations if they exist; 

Implication of negative confirmation is distasteful; 

Leaves no question as to accuracy of figures 


Reasons for the Negative form of verification: 


It imposes less of a burden on debtor; 

Easier for auditor to focus attention on exceptions; 

More practical in most cases, though positive is preferable 
Discloses errors, differences, or manipulations as effectively 
as positive form 
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Many public accountants and possibly some internal auditors confirm 
with banks all the details of deposits made on several consecutive days. 
Would it not prove equally satisfactory were only the totals of each 
deposit confirmed, together with the amounts of actual cash, if any, 
included in each deposit? 


Yes 78 or 48% 

No 76 or 46% 

Qualified reply 3or 2% 

No reply 6 or $% 
Total 163 


Reasons for confirming only totals of deposits: 
Other audits would disclose discrepancies; 


Duplicate deposit slips stamped by bank could be checked 
in detail with books; 


Receipted deposit slips mailed by bank to Chief Accountant 
or Internal Auditor would afford adequate control; 


Cannot see much value in the details if object is only to prove 


cash totals; 


Totals satisfactory if control is maintained over incoming 
remittances and daily receipts are attested to by someone 


working independently of cashier 


Reasons for confirming details of deposits: 
Items other than cash can be misapplied; 
Due to limitation of such confirmations, details are essential 
to develop any irregularities; 
Withholdings or lappings and later “Cover-up” deposits might 
be disclosed; 


Details of deposits compared with cash book entries should 
agree; but if they do not, there may be kiting or manipu 
lation of accounts and this can best be detected by having 
details. 








| Byery 23:8 R. Scumupt, author 
of “Internal Audit Reports,” 
is Supervisor of Audits of Eclipse- 
Pioneer Division of Bendix Avia- 
tion Corporation. He received 
the degree of Bachelor of Business 
Administration from St. John’s 
University, Brooklyn, New York, 
and degree of Master of Business 


Administration from New York 
University. 
Mr. Schmidt is a member of 


the New York Chapter of The 
Institute of Internal Auditors. He 
is a certified public accountant 
and is a member of the New 
York State Society. Before join- 
ing Bendix Aviation Corporation 
Mr. Schmidt was employed by 
Haskins and Sells. 


Oy T. Arxisson, author of 
“Internal Checks and Con- 
trols vs. Internal Auditing,” is 
Chief Accounting Consultant of 
Ebasco Services Incorporated, and 
in this capacity is responsible for 
furnishing consulting, research and 
advisory service on accounting 
systems and methods, internal 
auditing, financial and related 
operating reports and _ studies, 
principally to companies in the 


BIOGRAPHY OF AUTHORS 


WHOSE ARTICLES APPEAR 


IN THIS ISSUE 


Electric Bond and Share Company 
utility group. Mr. Atkisson is a 
Charter Member of The Institute 
of Internal Auditors and at the 
present time is its 1st Vice Presi 
dent. He was President of the 
New York Chapter during the 
1943-1944 season. He holds the 
degree of A. B. in Business Ad- 
ministration from Rollins College, 
and before joining Ebasco Services 
was for a number of years on the 
staff of the Treasurer of Florida 
Power & Light Company. 


— H. Bium, author of “Au- 
dits of Subcontractor Claims,” 
is Supervisor of Internal Audits 
of Vickers, Inc., of Detroit, Michi- 
gan. He is a member of the De- 
troit Chapter of The Institute of 
Auditors and attended 
University of Detroit, 


Internal 
Wayne 
Michigan. 

Mr. Blum joined the Vickers 
organization in 1943. Prior to 
that time, he had been employed 
by The Detroit Edison Company 
in its accounting, sales and au- 
diting respectively. 
He served in various capacities in 


departments 


the latter department and was a 
member of the Senior Field Au- 
dit Staff at the time he left. 
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OFFICERS AND DIRECTORS 


of 


THE INSTITUTE OF INTERNAL AUDITORS, INC. 


FOR THE FISCAL YEAR ENDING SEPTEMBER 30, 1945 


OFFICERS 


President: ALAN LAUCKNER 


Central Hanover Bank 
and Trust Company 


ist Vice President: Curtis T. ATKIsson 
Ebasco Services Incorporated 


Qnd Vice President: CHarues J. Hitt 


The Peoples Gas Light and 
Coke Company 


Treasurer: J. Ernest LAurRiIEe 
Prudential Insurance Company 


Secretary: Perer J. Buzanca 


Consolidated Edison Company 
of New York, Inc. 


DIRECTORS 


Three Year Directors 


Term expiring 1947 James D. CuaPpMan 
Otis Elevator Company 


Joseru J. CLA 


Metropolitan Life 
Insurance Company 


Tueopore G. ZEH 


American Surety Company 
of New York 
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DIRECTORS (Cont'd) 


Term expiring 1946 Artruur E. Hatp 
Consolidated Edison Company 
of New York, Inc. 
Neat C. KenNepy 
Anaconda Copper Mining Company 


Puiturps C. SALMAN 
Socony-V acuum Oil Company, Inc. 


Term expiring 1945 Victor Z. Brink 
Lieutenant Colonel, 
The Army of the United States, 
on leave from 
Columbia University 
Gorpon G. CROWDER 
Peabody Coal Company 


Cuar.es J. Fur 
The Brooklyn Union Gas Company 


One Year Directors G. T. BopMAN 
Continental Oil Company 


3RADFORD CADMUS 
Standard Brands Incorporated 


EarLe H. CUNNINGHAM 
General Motors Corporation } 


Joun J. GorRMAN 
North American Aviation, Inc. 


Joun G. Ivers 
The Detroit Edison Company 


Henry L. PAyte 
American Radiator & Standard 
Sanitary Corporation 


Harry H. WarTHEN 
Provident Mutual Life Insurance 
Company of Philadelphia 





Past Presidents 


Presidents of Chapters 
New York 


Detroit 


Chicago 


Los Angeles 


Philadelphia 


Dayton 


Cleveland 


Toronto 


San Francisco 


Montreal 


Pittsburgh 





Officers and Directors 


DIRECTORS (Cont'd) 


Joun B. THurston 
Transcontinental & Western Air, Inc. 


Rosert B. Mine 
Columbia Engineering Corporation 


Wiiu1aM H. GarBape 
Shell Oil Company, Incurporated 


Witt J. Farnan 
General Baking Company 


CHARLES J. GHESQUIERE 
The Detroit Edison Company 


James B. Parker 
International Harvester Company 


Hersert G. Kimpatyi 
Lockheed Aircraft Corporation 


Watrter K. Smit 
Sun Oil Company 


Rosert R. Crawrorp 
General Motors Corporation 


L. H. Norton 
National Screw & 
Manufacturing Company 


ArtTuHurR J. E. Cu1ip 
Canada Packers Ltd. 


F. H. Ex.iorr 

California Packing Corporation 
F. A. Cooper 

Fairchild Aircraft Limited 
L. A. MILLer 


Westinghouse Electric & 
Manufacturing Company 


INSTITUTE COMMITTEES 





YEAR ENDING SEPTEMBER 30, 1945 


Standing— 


Executive: 


Budget & Finance: 


Membership & Chapter 


Formation: 


Admissions: 


Auditing: 


Other— 


Advisory: 


Chapter Activities: 


Cooperation with Other 


Organizations: 


Digest of Other 


Publications: 


Editorial—“THe 


INTERNAL AUDITOR”: 


Educational: 





Joseru J. Ciatr, Chairman 
Curtis T. ATKISSON 
ArtTHuR E. Hap 


Braprorp Capmus, Chairman 
Henry L. Payte 
Tueopore G. ZEH 


Rosert B. Mitne, Chairman 
ArtTuHuR J. E. Cu1ip 
Neat C. KENNEDY 


James D. Cuapman, Chairman 
A. EuGenge ApDAMS 
H. C. M. Coss 


CHarLEs S. WeBsTER, Chairman 


WituiaM H. Garsape, Chairman 
Curtis T. ATKISSON 

Rosert B. MILNeE 

Joun B. THurston 


Cuar.es J. Hitt, Chairman 


WiiuiaM H. Garsape, Chairman 
WituraM J. Farnan 


A. A. Buzzi, Chairman 


Epwarp J. Barr, Chairman 
Barr and Hobart 

1738 Book Tower 

Detroit 26, Michigan 


Cray R. SMITH 


Henry L. Payte, Chairman 
Gorpvon G. CrowpdER 
Puiiuips C. SALMAN 


68 





Institute Committees 


Other Committees (Cont’d)— 


Industries: G.T. Bopman, Chairman 





c/o Continental Oil Company 
Drawer 1267 
Ponca City, Oklahoma 


AUTOMOTIVE AND ALLIED INDUSTRIES 
A. L. Simpson, Representative 
c/o Chrysler Corporation 
341 Massachusetts Ave. 
Detroit, Michigan 


AVIATION 
Hersert G. Kimsa.1, Representative 
c/o Lockheed Aircraft Corporation 
Box 551 - Factory B 
Burbank, California 


BaNKs AND Trust COMPANIES 
B. A. BRANNEN, Representative 
c/o Harris Trust and Savings Bank 
115 West Monroe Street 
Chicago, Illinois 


Foop, BEVERAGE AND RELATED CoMPANIES 
Cuar.es S. Wesster, Representative 
458 Ridgewood Road 
Maplewood, New Jersey 


INSURANCE 
J. Kennetu Suu.ivan, Representative 
c/o Phoenix Mutual Life 
Insurance Company 
79 Elm Street, Hartford, Connecticut 


Iron, STEEL, Copper, CoAL AND COKE 
L. T. Woxp, Representative 
c/o American Steel & Wire 
Company of New Jersey 

Rockefeller Bldg., Cleveland, Ohio 
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Other Committees (Cont'd )— 
Industries: (Cont'd) 


MACHINERY AND EQuiPMENT MANUFACTURERS 
F. G. Roserts, Representative 
c/o 8 K F Industries, Inc. 
Front St. and Erie Ave. 
Philadelphia, Pa. 


PETROLEUM AND CHEMICAL COMPANIES 
G. T. BopMAN, Representative 
c/o Continental Oil Company 
Drawer 1267 
Ponca City, Oklahoma 


Pusuic UTILiries 
Joun G. Reynotps, Representative 
c/o The Brooklyn Union Gas Company 
176 Remsen Street, Brooklyn, N. Y. 


MiscELLANEOUS COMPANIES AND AGENCIES 
H. C. Yerrer, Representative 
c/o Owens Illinois Glass Company 


Ohio Building, Toledo, Ohio } 
Publication Policy: Arruur E. Hato, Chairman 

Wiiui1am H. GarBavE 

Rosert B. MILNE } 


Tellers: Exumer F. Miiuer, Chairman 


Director of Research 


Victor Z. Brink 








MEMBERSHIP BY CHAPTERS 
URERS CHAPTER Apnrit 30, 1945 SerpremsBer 30, 1944 
Chicago 62 56 
Cleveland 44 25 
Dayton 17 14 
Detroit 80 70 
Los Angeles 83 63 
(A) Montreal 12 
New York 186 171 
Philadelphia ++ 46 
(B) Pittsburgh 19 
(C) San Francisco 44 
Toronto 23 21 
Non-Chapter 96 100 
4 Total 690 556 
1pany 
Date of Authorization by Board of Directors 
Bs A) March 5, 1945 
(B) April 18, 1945 
(C) February 19, 1945 
} 











SUPPLEMENTAL LIST OF MEMBERS 
} ADMITTED DURING PERIOD 
FEBRUARY 1, 1945 TO APRIL 30, 1945, INCL. 


ROBERT L. AIKEN 
Lybrand, Ross Bros. & Montgomery) 


TALBOT L. ALBORELL 


Packard Motor Car Company 


JAMES ALEXIS 
Beauty Counselors, Inc 
PRESTON L. ATKINS 


Consolidated Vultee Aircraft Corporation 
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WALTER M. BAIRD i 
Price, Waterhouse and Company 


JOSEPH D. BAKER 
National Tube Company 


LESLIE E. BENNETT 
Standard Oil Co. of California 
KENNETH E. BERKEY 
Industrial Specialties Company 


(New Business Affiliation) 


F. L. BITTERMAN 


California Packing Corporation 


WILLIAM H. BLACKER 
Bethlehem Steel Company 


WILLIAM J. BOCK 
Abdite Gauge Company 
(New Business Affiliation) 
ABRAHAM BOYD 


Waterfront Employers Association 
L. G. van R. BREITNER 
Kaiser Services 
KENNETH S. BRUHL } 
Consolidated Vultee Aircraft Corporation 
STEPHEN C. BUDD 
American Injector Company ! 
LLOYD A. COLVIN } 


Philco Corporation 


JAMES J. COOKE 
New Orleans Public Service, Inc. } 


FRANK J. COYENDALL 
Hudson Motor Car Company 


J. A. CRENSHAW 
Peabody Coal Company 


ALBERT CRUM 
Langendorff United Bakeries, Incorporated 
RUSSELL G. CURRY 
Sears, Roebuck and Company 


BYRON A. DETWILER 


Heatherwood Farm Company 





Supplemental List of Members 





NORMAN H. DIETER 
New York Central System 


HUGH J. DOUDS 
Pittsburgh Coal Company 


WALTER G. DRAEWELL 
Lybrand, Ross Bros. & Montgomery 
HELMUT W. ELSASSER 
Phelps Dodge Corporation 
E. L. FARMER 


H. L. Abbott 
(New Business Affiliation) 


R. J. FARRELL 
Goldblatt Brothers, Inc 
(New Business Affiliation) 

E. WYLIE FOSTER 
Universal Pictures Company, Inc 
KENNETH W. FOUST 
Industrial Wire Cloth Products Company 
GORDON F. GARDNER 


Price, Waterhouse and Company 


CLAUDE R. GILES 
Lybrand, Ross Bros. & Montgomery 


) HARRIS W. GROSE 
American Smelting & Refining Company 


W. E. GUINN 


Consolidated Vultee Aircraft Corporation 


C. A. HAHN 
Wayne, Mayhew and Company 
(New Business Affiliation) 


WILLIAM HAHN 
New Jersey Bell Telephone Company 


WILLIAM M. HALL 
Edgewater Steel Company 


THOMAS F. HAWKINS 


Esquire, Incorporated 


CLARENCE L. HEMMINGSON 
AirResearch Manufacturing Company 
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BERT K. HENRY i 
Lybrand, Ross Bros. & Montgomery 


WILLARD F. HINKLEY 
California Packing Corporation 


PAUL C. HOHENSTEIN 
Hudson Motor Car Company 


RUFUS CARPENTER HOPKINS 
Delco Products Division—General Motors Corporation 


HUGH L. HOPPER 
United States Steel Corporation of Delaware 


DIX M. JONES 
California Packing Corporation 


SAM KAZERMAN 
Department of Water and Power—City of Los Angeles 


G. WILLIAM KILLIAM 
Philco Corporation 


LOUIS A. LADENBURGER 


California Packing Corporation 


MALCOLM LAMONT 
Peat, Marwick, Mitchell and Company 


HARRY A. LAWS 
Johnson and Johnson 


JOSEPH F. LeSANCHE } 
Peabody Coal Company 


PERRY D. LIPSCOMB 


Ring, Mahony and Arner 


J. M. LITTLE j 
Pittsburgh Plate Glass Company 


HAROLD ROBERT LOUDON 
AC Spark Plug Division—General Motors Corporation 


EDWARD C. MARRAN 
American Smelting and Refining Company 


MARTIN K. MAY 


General Instrument Corporation 
BRUCE G. McCARDELL 
Lockheed Aircraft Corporation 
WILLIAM TAYLOR McGILLIVRAY 


Price, Waterhouse and Company 
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B. T. McKINNON 
Consolidated Vultee Aircraft Corporation 


GAETAN C. C. MORRISSETTE 
Standard Brands Limited 


RICHARD W. OSBORNE 
Lockheed Aircraft Corporation 


FREDERIC B. OTTEN 
Liberty Mutual Insurance Company 


DAVID A. PASINI 
Tide Water Associated Oil Company—Western Division 


RUBEN D. RIVERO 
Stagg, Mather and Hough 


ALBERT A. RORISON 
Douglas Aircraft Company, Incorporated 


MATTHEW H. ROBINSON 
The Royal Bank of Canada 


ARTHUR F. RUFF 
The Murray Corporation of America 


FRANK J. RUGEN 
Union Bag and Paper Company 
JAMES H. RUSHTON 


Eli Lilly Pan-American Corporation 


} EDWARD L. SCHWARTZ 
Gulf Oil Corporation 


JAMES A. SCOTT 
Phelps Dodge Corporation 


} EDWARD G. SCOVIL 
Price, Waterhouse and Company 


WALTER W. SIEGEL 
The Dow Chemical Company 


A. W. SMILEY 
Pittsburgh Plate Glass Company 


JOHN C. SMITH 


The Imperial Life Insurance Company of Canada 


R. TRAVES SMITH 
J. D. and A. B. Spreckels Company 


FLYNN W. STEWART 
Consolidated Vultee Aircraft Corporation 

















The Internal Auditor 





JAMES J. SUTHERLAND 


Sylvania Electric Products, Incorporated 


HARRY H. SWANSON 
Grayson Heat Control, Limited 


G. G. THOMAS 
Main and Company 


WILLIAM TRINGHAM 
Lockheed Aircraft Corporation 
WILBERT A. WALKER 
Carnegie-lllinois Steel Corporation 


RAYMOND R. WESLEY 


Ciba Pharmaceutical Products, Inc. 


ROY FLETCHER WILLIAMS 


Lockheed Aircraft Corporation 


BRYCE WOLFE 


Air Research Manufacturing Company 


LORENZ C. VOTH 


North Pier Terminal Company 











EMPLOYMENT SECTION 


HE Employment Section is intended to be of assistance to INstt- 
TuTE members desiring to make new connections and to companies 
having internal auditing positions available. The names of interested 
members or of companies requesting space in this section will remain 
anonymous, if desired. All communications should be addressed to 
The Secretary —THE INsTITUTE OF INTERNAL Aupirors, Box “E,” 


120 Liberty Street, New York 6, N. Y. 
POSITIONS WANTED 


Especially qualified as Chief Internal Internal Auditor—College graduate, age 
Auditor, having carried for several years, 36, married, no children, especially qual 
with notable success, a major share of 
the operating responsibility of a modern 
internal Auditing Department in a 
large industrial company. Business ad 
ministration education, heavy and varied 
accounting experience. In early forties auditing division involving the procure 
and of English descent. Replies from ment, training and supervision of per 
personnel consultants and public ac sonnel, preparation and application of 
counting concerns invited. Box E, 107 audit programs, writing reports and 


ified to direct a modern internal auditing 
department. For the past three years 
have been assisting in the successful 
development of a constructive internal 


a constant contacts with top management 


College graduate, engineering and _ ac Address Institute Secretary, Box E 111 


counting training, presently employed as 

Plant Controller with previous heavy 
internal auditing experience in indus- (Chief 
trial, commercial and financial organi 
zations in addition to experience as 
supervising and senior accountant in 
the public accounting field, desires new ‘UNtIME experience and eight years of 
connections as Internal or General Audi varied internal auditing background 
tor with a permanent post-war future Minimum salary requirement $6500.00 
Address Institute Secretary, Box E, 109 gox E, 113 


POSITIONS AVAILABLE 


internal auditor of large manu 
facturing plant seeks position in New 
York area. Seven years public ac 


MANAGER INTERNAL AUDITING INTERNAL AUDITOR 
DEPARTMENT Well establishec 4 meee . - 

We have an opening for a Maeneger ll established and progressive Inter 

Internal Auditing Department. Desire nal Auditing Division of one of the very 


man 30 to 40 years of age having hai large heavy manufacturing companies 
previous experience and responsibilities will employ 


' _ ext c several outstanding men 
with a sizable company. Applicant must 


12. - of semi-senior or senior rank Re e 
have ability to plan and execute audits a ee. ee a Require 
of manufacturing plants and sales ™©” are: age under 40, advanced 
branches. State salary requirements accounting education including audit 
Address all replies to SHarp & Donne, ing, broad manufacturing accounting 


InconPoraTep, Box 7259, Philadelphia, 


cis. ete. Me ff A experience, ability to travel part-time 


Platte, Treasurer & Comptroller. Seniors should have successful auditing 
eeninges experience. Send us full information 
AUDITOR-ACCOUNTANT about yourself and small photo (non 


with knowledge of taxes wanted to take 
complete charge of Accounting Depart . 
ment, of Company located in New York handling assured. Box E 112 
City. Box E, 110. 


returnable) in first letter. Confidential 





